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It's a salesomau's market! 


AN AMA CONFERENCE FOR 
Marketing Executives 
Hotel Statler, New York 
March 16-17 


Our Marketing members are not bewailing the demise of the sellers’ market and the 
return to full competition—they're welcoming it! By the hundreds they've reported 
on their problems, their experience, their plans. In every case they show reai eager- 
ness to rush into battle—battle with the consumer, battle with the competition, battle 
with any and all obstacles to making the sale. And so our program for the Marketing 
Conference is focused on that order pad and all the vital steps that lie back of it. 
You'll find the schedule full of pertinent, valuable facts and thought-starters for solving 


your own selling problems! 


Following are some of the subjects scheduled for discussion 


Where Are the Salesmen Coming From? 

The Sales Manager's Responsibility in the 1950 Market 

Organization for a Successful Sales Training Program 

Applications of Job Analysis to Sales Supervision 

The Incentive Side of Sales Compensation 

Reinforcing the Presentation at Point of Sale 

Decentralization of the Sales Force for Greater Effectiveness 

is Security Menacing Salesmanship? 

Development of Greater Distributor and Dealer Cooperation (A panel) 


MARKETING WORKSHOP SEMINARS 


The Marketing Division's first series of intensive seminar 
discussions will be held preceding the general conference— 
Monday-Wednesday, March 13-15, Hotel Statler, New York 
® Seven discussion groups, registration limited ® 
@® For details, write AMA ®@ 


AMERICAN MANAGEMENT ASSOCIATION 
330 WEST 42nd STREET + NEW YORK 18, N. Y. 


the MANAGEMENT REVIEW 


Volume XXXIX No. 2 


FEBRUARY, 1950 


Copyright 1950, American 7. > Association 
Printed in U. A. 


CONTENTS 
GENERAL MANAGEMENT 


The “Mature Economy”’ Doctrine Is Debunked Again (Barron’s)......... 
Where Is Organized Labor Going? (Harvard Business Review) 
How Executives Keep From Growing Old (American Business) .. 
Supporting Social Welfare Agencies —A Solution to the Fund-Raising Problem 
(Quotes Ending)... 
Aso: Business Men Must Relax; Toward Better Organization 
OFFICE MANAGEMENT 
Methods Simplification in the Office—A sihesenined of Trends and Practices amavaiatl 
Office Management Association) 
What's New in Office Equipment 
PERSONNEL 
Pointers on Pension Bargaining (Research Institute of America, Inc.). 
Conditioning Empioyees for Incentives (By R. F. Kent)... 
improving Your Supervisory Selection Methods (The Federal Employee) 
Westinghouse Organizes for Safety (Plant Administration) ... 
“Democracy's Last Ticket’’ (By Edward C. Brehmer) ........ 
Film Fare for Industry (The Associated Industries of Cleveland). 


Aso: BLS Cautions on Use of Price Indexes in Contract Escalation; Breakdown ‘of Labor Costs 
for 36 Industries; Wages and Hours in Distribution 


PRODUCTION MANAGEMENT 
Wage Incentives Can Improve Quality! (NACA Bulletin)... 
The Responsibility for Stores and Inventory Control—A Survey of Current Organizo- 
tional Practices (Purchasing). 
Keeping Maintenance Costs at a Practical Minimum (By Howard Bishop) 
Aso: Available Literature on Quality Control in Industry 
MARKETING MANAGEMENT 
An Evaluation of Busi Sp ed Teaching Aids (By Thomas J. Sinclair). 
Premiums as Sales Builders (Tide). 
A Sales Compensation Plan to Stimulate Sales of Profitable Products { NACA Bulletin) 
20 Ways to Broaden Your Market (Grey Advertising Agency, Inc.) 


Aso: Variety Chains in New Stage of Development; A Comprehensive Training Plan for Sales 
Personnel; How Well Does Advertising Do Its Job?; Organizational Role of the “Market 
Manager”; Tips for Trimming Your Shipping Costs; Tough Sledding Ahead in Foreign 
Trade; Discount Battle 
PACKAGING 
What Management Expects of Packaging (By Arthur D. Hyde). 
Proper Spending—tThe Best Way to Cut Packaging Costs (Printers' Ink) 
FINANCIAL MANAGEMENT 
Centralized vs. Decentralized Accounting Organization—Deciding Which to Use 
(The Journal of Accountancy) 
How Advertising Increases Securities Values (The Commercial and Financial 
Chronicle) 


Aso: Postwar Savings Patterns; Public Puts Record $17 Billion on the Cuff in 1949; Con- 
tinued Decline in Plant and Equipment Expenditures 
INSURANCE 
The Pressing Problem of Old-Age Security (The New York Times Magazine) 
Do's and Don'ts in Pension Planning (By Meyer M. Goldstein) 
The Insurance Buyer Speaks Up (The Casualty & Surety Journal 


Aso: What About Pension Plans?; Buyers’ Market Developing in Fire eres Survey of 
Employee Benefit Plans 


SURVEY OF BOOKS FOR EXECUTIVES 
Paths and By-Paths in Inland Marine Insurance (Reviewed by Henry Anderson) 


BRIEFER BOOK NOTES 
PUBLICATIONS RECEIVED 


February, 1950 


50 
52 
55 
58 
59 
61 
63 
66 
68 
71 
72 
75 
76 | 
78 
81 
| 83 
85 
| 89 
93 
94 
96 
97 
100 
103 
105 
107 
49 


GENERAL MANAGEMENT 


The “Mature Economy” Doctrine Is Debunked Again 


NE of the favorite doctrines of New 

Deal and Fair Deal government 
spenders has been the theory that the 
U. S. is a “mature’’ economy. For years, 
the sturdiest prop of this doctrine has 
been the prediction, generally accepted 
without question, that U. S. population is 
leveling off, and that in not too many 
years the number of U. S. inhabitants will 
reach its peak. 

Recently, with little fanfare, the Bureau 
of the Census made hash of both of these 
ideas. In its latest provisional estimate, as 
of last October 1, the Bureau put U. S. 
population a shade below 150 million, a 
mark unquestionably exceeded by now. In 
effect, it also admitted what surprisingly 
few economic observers to date have rea- 
lized: This country’s population is grow- 
ing so fast that all previous forecasts, in- 
cluding one made early in 1949, are 
obsolete and misleading. 

One authoritative prediction, made by 
the National Resources Board in 1937, 
indicated a 1950 population of 140 mil- 
lion. Brought up to date five years later, 
it continued to underestimate the true 
figure by more than five million people. 
Only two and a half years ago, an official 
Census Bureau projection pointed to a 
1950 population of 145.5 million. Its 
most recent forecast, made early.in 1949, 
also will fall short by a million or so. 

Calculations of the demographic sooth- 
sayers have been confounded by a popula- 
tion spurt little short of amazing. In the 
decade ended July 1, 1949, the popula- 
tion of the continental U. S. increased by 
18.3 million, or 14 per cent. This is more 
than twice the absolute growth in the 
30's, and twice the rate of growth in those 
years. 


While it is possible that the advance 


may level off in the 50’s, it still is going 
strong. In the first nine months of 1949, 
according to the National Office of Vital 
Statistics, births exceeded the total in the 
corresponding period of 1948—2.6 mil- 
lion—by a slight margin. 

This development, of course, has not 
caught all experts off-base. Commenting 
on the emerging trends in U. S. popula- 
tion in an address before the American 
and Western Farm Economics Associa- 
tions, Joseph S. Davis, member of the 
Food Research Institute of Stanford 
University states: “Ten or 12 years ago, 
if anyone had dared to predict for 1950 
the figures that now seem sure to be 
reached, with or without the assumption 
of our involvement in a second World 
War, he would almost universally have 
been regarded as irresponsible, if not 
insane. 

In view of the dismal record of unful- 
filled prophécy, Professor Davis naturally 
cautioned his listeners against drawing 
hasty conclusions. Yet, the new popula- 
tion figures have implications of enormous 
importance to industry and investors, as 
well as to the government. 

The country actually is younger and 
more vigorous than the experts would 
have you believe. Median age of the 
population, which rose sharply in the 
30s, has risen very little in the 40's, and 
may have fallen since 1945. The propor- 
tion of elderly citizens may be lower in 
1950 than it was years before. 

This is cheerful news to a lot of people 
besides manufacturers of baby foods, 
carriages, toys and diapers. Construction 
already is getting a noticeable lift from 
the unexpectedly heavy demand for new 
school facilities. A bigger population al- 
most automatically will mean bigger mar- 
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kets in the future for all kinds of com- 
modities—houses, cars, furniture, appli- 
ances, other consumer durables and 
non-durables. These economic gains will 
more than offset possible losses to pro- 
ducers of canes, toupecs, and hearing aids. 

The trend is of special importance to 
farmers. A good many pessimistic fore- 
casts of future demand for farm products 
have been based on estimates that U. S. 
population would be stationery, or declin- 
ing, in a measurable number of years. 
Continuation of current trends will mean 
much greater consumption of mjlk, meat 
and other agricultural commodities than 
anticipated. 

Nor will public utilities be negelected. 
Tied by their franchises to specific terri- 
tories, lacking the mobility of industrial 
companies, public utilities in recent years 
have been seriously concerned over popu- 
lation statistics. In 1947, the Consolidated 
Edison Company of New York analyzed 
the population growth of large cities and 
their metropolitan districts. One of its 
major conclusions: ‘As long as the U. S. 
continues to grow, it appears that these 
great metropolitan districts also will con- 
tinue to increase. It may be quite possible 
that central cities, some of which have 
ceased to grow and have even lost popula- 
tion, will experience a _ renaissance.” 
Latest Census Bureau figures seem to bear 
out this position, 

Political implications of the mushroom- 
ing of U. S. population are even more 
impressive. One of the pet economic nos- 
trums of our day is the idea that without 
regard to the cost structure, we must con- 
tinue to bolster consumer purchasing 

wer. And the Census Bureau, motivated 
™ its own erroncous forecasts, has given 


the idea a fillip of its own. In a report 
issued two years ago, it said: 


Although industry-wide bargaining has 
some objectional features, it increases the 
extent to which business leaders who appre- 
ciate the need for raising purchasing power 
by appropriate wage increases can work 


toward that goal without weakening the 

competitive position of their own companies 

in the industry. 

The more industries in which this can be 
done, the greater the likelihood that the 
purchasing power of the main budy of con- 
sumers can be raised sufficiently to offset 
the decline in the additions to consumer 
purchasing power resulting from the ex- 

pected diminution of population increase. 
~ What becomes of this idea in view of 
current population statistics? 

More devastating is the blow dealt the 
flimsy concept of economic maturity. This 
theory, which flowered in the late 30's as 
a justification for expanded government 
pump-priming, holds that the U. S. 
cconomy gradually is running down. In- 
vestment opportunities supposedly are be- 
coming increasingly scarce, and over-sav- 
ing supposedly is rampant. 

Advocates of this idea pointed to the 
passing of the American frontier, the fail- 
ure of giant new industries to arise (this 
was some years before television or atomic 
energy), and, most important of all, the 
slackening in the rate of population 
growth. 

The most recent Census Bureau figures 
will receive the publicity they deserve 
when the decennial census spotlights 
them. It would be dangerous, of course, 
to predict too much from the new popula- 
tion trend. Somewhere in the 50's there 
could be a decided falling off in popula- 
tion growth as a result of the smaller 
number of births in the 30's. Then might 
be the time when private investment will 
need a boost from the government. But 
certainly at present the population figures 
offer no justification for the Administra- 
tion’s easy acceptance of deficits. 

From a longer-range point of view, the 
figures are a heartening evidence, not of 
maturity but of dynamic growth. In 
effect, the Census Bureau has posted a 
notice reading: “No economic pallbearers 
need apply.” 

Barron's, December 5, 1949, p. 9:2. 


@ THE TELEVISION INDUSTRY “seems to be over the hump of its growth,” ac- 
cording to an analysis by the Conference Board. About 6,500 sets were produced in 
1946; in 1947, 200,000 were produced; slightly under one million were made in 1948; 
and output for 1949 is estimated to have reached more than 2.6 million. In the final 
quarter of 1949 “it turned out sets at a faster rate than it expects to average in 1950.” 
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Where Is Organized Labor Going ? 


F I said, “Organized labor is going to 

Communism, you might scoff at me 
because apparently our most potent union 
leaders are now making and winning a 
fight against their Communist rivals. But 
if I said, “Organized labor is going to 
National Socialism,’ a majority of you 
might agree, particularly because you can 
see that in Europe and America the alter- 
native to Communism which is everywhere 
espoused by organized labor, and by its 
supporting phalanx of moist-eyed liberals, 
is apparently National Socialism. 

Now I am not one of those benighted 
alarmists who believe that any degree of 
federal aid to health, education and hous- 
ing, or avy form of federal aid and regu- 
lation of business and labor, necessarily 
means that we are embracing Socialism. 

But also I am not one of those befuddled 
idealists who believe you can swallow 
more and more economic and _ political 
morphine without becoming an addict. 
We do not need to accept Socialism just 


because we do accept a few social respon- 


sibilities. We do not need to nationalize 
all public utilities just because we approve 
of a national postal service. We do not 
need to invite political domination of pri- 
vate industry just because we approve of 
some political regulations to remedy 
abuses of private industrial power. 

Yet many people think, like children, 
that if a little sugar or vinegar is good, 
then a lot of it must be better. And so 
we find masses of wage earners, and lead- 
ers who sincerely want to serve them, ad- 
vocating more and more taxes for the 
purpose of supporting more and more 
political projects, spending more and 
more of the earnings of all workers, and 
leaving them less and less control of their 
own income and property. This simply 
means less and less control of their own 
lives and more and more control by gov- 
ernment .. . and at the turn of the road, 
there is Socialism and at the end, 
Communism. 

What, then, is the way to save Ameri- 


can labor from using its vast power to 
destroy its own rich heritage in the 
American way of life? 

In the first place, it is necessary to 
fight the prevailing and utterly wrong 
doctrine of intellectuals who call them- 
selves liberals and who argue night and 
day that the only way to stop Communism 
is to outpromise and to outdo Com- 
munism by converting our Federal Union 
into a national welfare state. We must 
preserve the right of the individual to 
spend most of his earnings and the free- 
dom of the individual to earn his living 
in fair competition with others, whether 
he is a business man, a farmer, or a wage 
earner—or else we cannot keep human 
beings free from public or private 
tyrannics. 

But even if intellectual power can be 
organized which cou/d save the weak and 
the ignorant from the corruption of bad 
thinking and vicious propaganda, how can 
we spread the mass education which is 
necessary to combat the false appeals that 
are now being so effectively made to 
American labor ? 

The founders of religions that have 
ruled the minds of millions for centuries 
appealed to the deep human yearning for 
immortality—they pointed the way to 
spiritual salvation. Today new teachers 
are appealing to the universal human de- 
sire for material comfort and security 7” 
this life. They are assuming to point the 
way to economic salvation. Their new 
religion may lack spiritual grace; but do 
not think that it lacks emotional appeal! 

A direct counterappeal should there- 
fore be made to convince people, be- 
wildered by the complexity of an indus- 
trial civilization, that mankind has alread} 
found the way to economic salvation and 
that the false prophets of National Social- 
ism or world-wide Communism are trying 
to lead mankind downhill and away from 
the guideposts of liberty, back into the 
swamps and jungles of poverty and ignor- 
ance and tyranny. 
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This counterappeal would int out 
that the indispensable leaders of mankind 
on the road to economic salvation have 
been the enterprising, enlightened busi- 
ness men who had the intelligence to em- 
ploy and to endow scientific research so 
that they might understand and use the 
material resources of the world to advance 
the welfare of human beings. 

How unimportant is the fact that ambi- 
tions for power and wealth have often 
induced men to exploit and oppress their 
fellow men! These evil deeds should not 
be condoned, but they are of small conse- 
quence when compared with the vast 
measure of good that has come from 
bringing to uncounted millions a happier, 
more fruitful existence than could have 
been even imagined a few hundred years 
ago. 

By all means let us seek to prevent 
and to destroy the evil uses of wealth and 
of the power of wealth. But, in the name 
of human progress, let us not destroy the 
ideas, the incentives, and the organizations 
for the production and control of wealth 
which have brought material comfort and 
happiness to millions whose ancestors 
knew only hardship and misery. And, in 
the name of human progress, let us not 
destroy the ideas, the incentives, and the 
organizations which have brought the 
light of liberty to millions whose ancestors 
lived in the darkness of economic and 
political slavery. 

There is, however, little to be accom- 
plished by persons, such as you and I, 
in making speeches or writing articles for 
our own consumption. What is needed, I 
believe, is a definite, open, nationwide 
propaganda effort in support of the free- 
dom of productive labor from any govern- 
ment or other mass control, except govern- 
ment prevention of individual or or- 
ganized crime. Of course, I include in 
the freedom of productive labor the free- 
dom of the farmer and of the business 
man as well as the freedom of the indi- 
vidual wage earner. They all have an 
equal stake in reasserting the foundation 
principle of civil liberties under our Con- 
stitution. This is the right of the indi- 
vidual against the government; his right 
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to be free from government restraint in 
his freedom of speech and thought; his 
freedom ‘of association; his freedom of 
religion; and his right to the utmost free- 
dom of action that is possible without 
undue injury to others or restriction of 
their freedom. 

This organized propaganda should not 
be merely defensive. That is the gravest 
weakness in our efforts to combat Com- 
munism today. This propaganda should 
undertake to demonstrate to the man and 
woman of limited education that the 
alleged facts underlying Communistic 
propaganda are not true. This means the 
tying in together of easily understood sta- 
tistical facts with emotional appeals to 
fair play and honesty and self-interest. 

It would be foolish for one person to 
attempt to make a blueprint of a propa- 
ganda campaign which should be the 
product of many experienced minds; and 
I do not claim to be an expert in this field 
(nor am I looking for, or willing to do, 
the job). But, to clarify my thought, I 
will suggest a few things which should 
or should not be done. 

In the first place, the principal target 
of this counterappeal should be the or- 
ganized workers. The sponsors of the 
appeal, however, should be the business 
men who are candidly seeking to estab- 
lish a willing cooperation with their em- 
ployees in preserving and promoting an 
economic system of private enterprise. 
These sponsors should therefore announce 
a platform favoring the self-organization 
of labor and collective bargaining between 
the self-chosen representatives of labor 
and management, as the way to establish 
and maintain the terms of their coopera- 
tion. They should oppose the use of 
secrecy or deception or intimidation by 
either party in dealing with the other, but 
assert the freedom of either party to com- 
bat misunderstanding or misrepresentation 
by giving full publicity to the facts neces- 
sary to an honest weighing of their separ- 
ate and joint interests. Since facts as well 
as opinions are often in dispute, they 
should insist upon a tolerant attitude in 
disagreements, so long as they are not 
based on misrepresentation. 


This platform should also include a 
declaration of principles upon which an 
economic system of private enterprise 
must rest. For cxample, one principle is 
that a fair compensation for employees 
and a fair compensation for property used 
must be paid and recovered in the selling 
price if a private enterprise is to succeed 
and obtain and retain the employees and 
the property necessary for efficient produc- 
tion. Another principle is that private 
property under private management is the 
essential foundation, and free, fair com- 
petition must be the final regu/ator of any 
free economic system; and that political 
freedom and self-government cannot be 
maintained under any politically con- 
trolled economic system. 

I should like to offer many concrete 
suggestions for the nation-wide propa- 
ganda which I believe should be organ- 
ized. For example, I should like to offer 
a practical plan for a national newspaper 
of low cost, small size, and continuing in- 
terest to the masses of wage carners who 
would find enjoyment and enlightenment 
in reading it. 

I had something to do for many years 
with the creation and development of the 
weekly newspaper Labor, published by the 
railway unions; so I know that it is possi- 
ble to publish a four-page, ad-less weekly 
newspaper, which can be self-supporting 
and gain and retain an enormous circula- 
tion, largely by mass subscriptions at $1 a 
year. Details concerning reading matter, 
cartoons, comics, and so forth, in a com- 
parable paper must be left to experts. 

All I can do at the moment ‘is to point 
out that American business can command 
the brains, the moncy, and the energy to 
do the job of completely destroying the 
influence of National Socialism or Inter- 
national Communism upon the minds of 
the American people. But the job is not 
being done today, and it will not be done 
tomorrow unless it is undertaken as the 
most important task of self-preservation 
facing American private enterprise. 

You ask me, “Where is organized 
labor going ?’’—and I say that it is going 
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to destroy itself and the American way of 
life if it docs not find better guidance 
than it is getting today from its self- 
absorbed, shortsighted leaders and the 
fuzzy-minded intellectuals who call them- 
selves “liberals” and “friends of labor.” 
Necd I point to what happened to labor 
under Hitier and Mussolini? Necd I 
= to what is happening to labor in 

ngland and observe that if it had not re- 
ceived aid from capitalistic America, the 
Labor Government of Great Britain would 
not have survived ? 

The idea that, with liberal idealism, we 
can develop a national welfare state that 
will not be a police state is a false notion 
which is corrupting the American mind. 

It is imperative today that men faithful 
to American institutions make an organ- 
ized effort to recapture the American 
mind, to revive its reasoning power so 
that it will again distinguish between the 
nobility of charity that extends a helping 
hand to the unfortunate and the sentimen- 
tality that accepts the weak and incompe- 
tent as legal parasites, licensed to live 
upon and eventually to destroy the strong. 
Only through such mass education may 
we again achieve a government of the 
people who are fit and able to govern 
themselves. 

Some years ago I hoped thot there 
would be found a halfway house between 
Wall Street and Moscow, because then I 
feared a choice between a dictatorship of 
business managers and a dictatorship of 
the proletariat. But now it is plain that 
we have only a choice of evils in Fascism 
or Communism, or a so-called democratic 
compromise in a continuing struggle be- 
tween Fascist capital and Communistic 
labor. Our real choice lies between a 
state-controlled economy and a genuinely 
free economy, between political tyranny 
and political freedom. There is no half- 
way house—except a poor shelter where 
one may pause on the way to his perma- 
nent abode in a land of masters and 
servants or in a land of free men. 

By Donato R. Harvard 
Business Review, July 1949, p. 405:22. 
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How Executives Keep from Growing Old 


M*Y executives are working them- 

selves to death because they don't 
know how to slow down—they can't even 
enjoy a long weekend or a brief vacation. 
The result is industry's high toll of ex- 
ecutive manpower, which in most cases 
cannot easily be replaced—to say nothing 
of the incalculable personal losses arising 
needlessly each year from executive over- 
work. 

General Motors Corporation realized 
this at the end of the last war after 
several of its top men toppled over from 
overwork. The company now has a com- 
plete health program designed to bring 
any executive health problems to the sur- 
face and then eliminate them before they 
have done severe damage. 

Many other large companies are setting 
up programs with the same thoughts in 
mind. International Harvester Company 
has a plan whereby annual check-ups are 
given the management group. Dr. Eugene 
L. Walsh, Harvester’s assistant supervisor 
of medical services, is behind the pro- 
gram, and he is familiar with some of the 
problems faced by companies both large 
and small. In many small businesses, for 
example, one man is the whole show. He 
owns the company, runs it, and holds 
himself completely responsible. There is 
no one to tell him to slow down, no one 
to warn him that he should take a long 
vacation and forget it all for a while. 
If he does not voluntarily submit to per- 
iodic check-ups and follow the advice of 
his physician, he is running a good 
chance of fast becoming the “‘late indis- 
pensable president’ of his company. 

Big companies have their problems too. 
Many executives should slow down, but 
it is often difficult to get them to do so. 
Some of them should take a shorter work 
week or should take an extended leave, 
but naturally they don't want to do any- 
thing that might mean less money. Every 
executive should take his regular vacation, 


as any doctor will say. But even this is 
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often a problem. Many top men consider 
themselves indispensable, and rather than 
delegate their work to another person, 
they will skip vacations entirely. Then 
there are other executives who take vaca- 
tions, but their particular phase of the 
business comes to a standstill while they 
are gone. When they return, their desks 
are stacked with 2 wecks’ work, and the 
men must pitch in and work that much 
harder to catch up. 

Even in cases where the executive does 
take an annual vacation, he may not 
benefit fully from it because it has been 
deferred too long. Dr. Walsh points out 
that it is often more beneficial for an 
executive to take two fairly short vaca- 
tions rather than one extended vacation, 
because he can stand 6 months of pressure 
better than he can 11 months. 

Executives who won't delegate work to 
others are some of the biggest problems 
that confront company physicians who try 
to improve health of top management 
men. These men load themselves with 
details when they should be turning the 
work over to others. Instead of training 
good assistants, many executives take 
work home with them night after night, 
and when this happens it is usually time 
for the man to start slowing down gradu- 
ally before he is stopped all at once. 

Finding some interesting hobby to di- 
vert one’s thoughts from business worries 
after working hours is highly recommen- 
ded. But it is important to choose the 
right kind of hobby. Too many executives 
consider golf an ideal one, but Dr. Walsh 
calls it the most hazardous hobby a 
business man can get mixed up in—unless 
he takes it in moderation. The average 
executive burns up his energy in the 
office all week and then on Sunday rushes 
out to the golf course to race through 18 
or more holes. But this man needs some- 
thing relaxing, something that will build 
him up instead of tear him down. If an 
executive is able to play golf two or three 


times a week, and can leisurely play 
about 9 holes each time, it's a sport of a 
different color. 


There is another group of executives 
who dash over to an athletic club once a 
week to “keep in the pink.” They play a 
strenuous game of volleyball, basketball, 
or some other sport, and completely wear 
themselves out. All the rest of the week 
they sit in the office, never once stretching 
any of the muscles used so vigorously in 
the workout. It would be better to cut 
out the one exercise period entirely, un- 
less the executive could take two or three 
workouts a week, or at least get some 
other exercise during the week. 


Dr. Walsh was overseas during World 
War II and saw several men injured when 
they participated in infrequent workouts. 
The same hazards are ahead for business 
men who race through 27 holes of golf 
during 1 day or who take part in a 
strenuous game of basketball or volley- 
ball once a week or less. 

Because of the many things that ex- 
ecutives should and shouldn't do if they 
want to prolong their days in the front 
offices, Dr. Walsh listed a few helpful 
hints. 

First of all, a business man should do 
everything regularly and in moderation. 
These two points cover a multitude of 
things, but they can add years to a man’s 
lite. For example, an executive should 
regulate his day's work. He should plan 
his schedule so that he can work at a 
regular pace and avoid unnecessary peri- 
ods of pressure. If he is able to do this, 
he can leave work at the office when he 
goes home. 

Business men shouldn't talk shop over 
the luncheon table. If at all possible, they 


should discuss lighter subjects, relax, and 
enjoy the meal. 

No one should overeat, of course. 

Hobbies should be developed. In many 
cases, a man’s family is his hobby—which 
is a good thing, too. An executive should 
grow up with his children, which will 
keep his thoughts from centering too 
much on business and at the same time 
will make for better relations in the 
home. Happy home life means a happier, 
more efficient executive. 

When tensions mount in the office, an 
executive might take a short walk and let 
things simmer down. That's better than 
staying in the office and “stewing” the 
rest of the day. 

As many details of business as possible 
should be delegated to trained assistants, 
leaving an executive's mind free to con- 
centrate on bigger things. 

Every man should take regular vaca- 
tions. For some it is better to take two 
short ones instead of one long one, and 
some executives find that long week ends 
are helpful. 

Executives who exercise to keep fit 
should do so regularly and moderately. 
The vigorous once-a-week workouts should 
be eliminated entirely. 

Comfortable offices might ease the 
tensions in many businesses. One man 
redecorated his office at the advice of his 
wife, cut his working day from 8 hours 
to 5 hours, and felt much better as a 
result. 

With these suggestions from Dr. Walsh, 
senior executives have a better chance of 
being senior executives longer, and junior 
executives have more of a chance of be- 
coming senior. 
Business, 


September, 1949, 
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@ PLANT TOURS BY TELEVISION is something new in the way of community 


relations. Monsanto Chemical Co. (St 
success 


the cameras 


Louis 
Visitors sat in air cooled auditorium while workers did their stints before 


Mo.) tested the idea out recently with 
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Business Men Must Relax 


Tx news items that appeared recently in the daily papers deserve more than pass- 
ing attention. 

One reported the findings of the Benjamin Franklin Clinic of Pennsylvania Hos- 
pital in Philadelphia after checking the physical condition of nearly one thousand busi- 
ness men. The other item told about the launching of a nation-wide campaign called 
“Relax, U. S. A.” Its purpose: “To save and lengthen lives.” 

The Clinic's medical director, Dr. Leonard W. Parkhurst, thinks many business 
men need the adviie of psychiatrists “to convince them that they must not be slaves to 
their jobs.” He says they fail to delegate authority, that they take their troubles to the 
luncheon table, carry them home in their brief cases at night, have no day-in, day-out 
hobbies, but try to shake off their bottled-up jitters in a rugged physical workout once 
a week. 

“Relax, U. S. A.” is said to have been cqnceived by a group of people who are 
alarmed at the number of business men dying off at the peak of their careers. The 
group proposes to promote the idea of “taking time out every so often to recharge the 
batteries.” 

It is little wonder that the health of business men has become a matter of concern. 
The many perplexing problems that have sprung from postwar adjustments and the 
social changes that have taken place are enough to harass even the most impassive 
individual. It is not easy to fight off the anxieties of an unstable, be™ ine 7 and 
an atomic age. 

These two news items are important because they point ° 
individual and collective attention. There is now more rez 
men who carry heavy responsibilities should adhere to a pr) 
for relaxation and an occasional ‘‘change of scenery.” 1 
perspective and keep their minds in proper focus, except t ’ 
purposes the close application that they must give to their 
—The Pick-Up ( 
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Toward Better Organization 


SAlD the late Harry Arthur Hopf, great management authority who formulated the 
organizational credo presented below: “It is my conviction that if progress is to 
be made in organization, executives must subscribe wholeheartedly to the truth of these 
tenets and always act upon their implications.” 

1. To adhere to the substance of organization, rather than to worship the form 
in which it is cast. 

2. To view organization as a means to an end, rather than as an end in itself. 

3. To recognize the values inherent in improvisation, rather than to rely exclu- 
sively upon the virtues attaching to organization. 

4. To insure liberation of human energies, rather than their suppression or 
regimentation. 

5. To respect the authority of knowledge, rather than the authority of position 

6. To strive for the maintenance of loyalty on the part of executives to their 
subordinates, rather than stress the essentiality of the reverse process. 

7. To develop well-rounded and intellectually well-balanced executives, rather 
than one-sided and narrow specialists. 

8. To imbue executives with a spirit of tolerance toward one another, rather than 
permit the existence of conditions productive of intolerance. 

9. To inculcate in the minds of executives the wisdom of rendering themselves 
dispensable, rather than of cherishing the illusion that they are indispensable. 

10. To sacrifice almost any other value rather than cause injury to the founda- 
tions upon which inspiring leadership rests. 


—Modern Industry 7/15/49 


@ A MATTER OF VIEWPOINT: Have you heard the one about the two brick- 
layers? Asked what they were doing, one replied, “Layin’ brick.” Said the other, 


“I'm building a cathedral.” 


Business Week 


February, 1950 


Supporting Social Welfare Agencies — 
A Solution to the Fund-Raising Problem 


M*.* times in the course of a year 
the average company is approached 
by various community welfare and chari- 
table organizations for cooperation in 
sponsoring fund-raising appeals to em- 
sloyees through the house organ, bulletin 
locale special rallies, in-plant collections, 
etc. Rather than turn a cold shoulder to 
any group whose work is purposeful and 
necessary, Many companies do what they 
can to encourage employee contributions 
to a good cause, despite the extra work 
and inconvenience—and the knowledge 
that appeals may have been worn thin by 
a similar campaign the month before. 
Several years ago the Community 


Chest program was originated to consoli- 
date all drives in the community into one 
fund—a very practical idea from the 
standpoint of management and employees 
alike, who were endlessly bombarded by 


requests for charitable contributions. 
However, the efficiency of this idea has 
been diminished by the refusal of some 
agencies to participate in the Community 
Chest Fund and the fact that others have 
sprung up since then. 

This condition has almost resulted 
again in the very thing the Community 
Chest Fund was designed to eiiminate— 
repeated campaigns which throw added 
expense and trouble on the shoulders of 
management and employees. To cite just 
a few, there are annual campaigns being 
made nationally for Community Funds, 
March of Dimes; Christmas Seals, Easter 
Seals, American Cancer Society, American 
Heart Association and the American Red 
Cross. 

Some progressive managements are try- 
ing to overcome this problem by a practi- 
cal method of heartily backing one drive 
a year to cover all necessary contribu- 
tions. 

For example, the Ohio Rubber Com- 
pany, Willoughby, Ohio, worked out a 


plan, with union participation, known as 
Consolidated Service Fund of The Ohio. 
Rubber Company Employees.” Its slogan 
is: “I gave once for all.” 

The plan consists of: (1) each em- 
ployee’s pledging one hour's wage per 
month for 8 months to finance the fund; 
(2) proportionate distribution to the 
various agencies by a control board com- 
posed of three union members and three 
management members with the public 
relations director as coordinator; (3) an 
arrangement whereby each employee re- 
ceives a signed membership card, a win- 
dow card and all pins, stickers, seals, etc., 
which are normally distributed by the 
agencies in their drives. 

The plan has a number of advantages: 
(1) it eliminates all other drives at work, 
double contributions and excessive admin- 
istrative costs; (2) spreads the contribu- 
tion of each employee in proportion to 
income; and (3) insures payment of 
pledges through payroll deductions. 

Crouse-Hinds Company, Syracuse, N.Y., 
has also worked out its own solution to 
the contribution problem with a plan 
similar to the one just described—the 
essential difference being in the method 
of contribution. 

The plan provides that every employee 
in the organization give five hours of his 
or her time on a given Saturday morning 
each year. Time and one-half rates are 
paid by the company for the work pro- 
duced that morning. All the money, less 
withholding tax, is then paid into the 
“Good Neighbor Fund” of Crouse-Hinds 
employees. 

A committee of men and women from 
the factory, foundry and office have the 
responsibility for dispensing the fund to 
the campaigns for Community Chest, Red 
Cross, Cancer Fund, March of Dimes and 
a Christmas toy fund. 

This plan has many advantages. First 
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and most important, there is no out-of- 
pocket money paid out-—-the men and 
women give only their time. Second, 
everyone is on an equal basis—five hours’ 
time is donated by each person. Third, 
no solicitations for these campaigns are 
made in the plant. 


From all reports the “I Gave Once 
For All” idea is sound and practical from 
the standpoint of management, employces, 
and the social agencies who look to them 
for a measure of well-earned support. 

By Ropert D. BretH. Quotes Ending, 
September, 1949. 


OFFICE MANAGEMENT 


Methods Simplification in the Office — 
A Survey of Trends and Practices 


simplification is the sure 
road to cost reduction in the mod- 
ern office. How well traveled is this 
road? What has been done and what is 
being done? These are the questions 
which the Research Division of the Na- 
tional Office Management Association re- 
cently undertook to answer by conducting 
a national survey of trends and practices.* 
The results, which are summarized here, 
are based upon replies from 727 com- 
panics in the United States having small 
and large office forces (ranging from 
those with one to 25 office employees to 
those with over 1,000), and engaged in 
almost all major types of manufacturing 
and non-manufacturing businesses. 

How is the office methods program or- 
ganized? In 70 per cent of the com- 
panies the office methods program is an 
informal one; the remaining 30 per cent 
have detailed and planned programs. The 
program is centralized by a majority of 
the companies with planned or formal 
programs, but by only 45 per cent with 
informal programs. It may be concluded 


* Reported in Office Methods Problems, NOMA 
Survey Summary No. &, by Hubert Glenn Jones. 
Available from the Public Relations Division, Na- 
tional Office Manavement Association, W. 
Chelten Ave., Philadelphia 44, Pa. 26 pages. $2.00. 
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that centralization and organization are 
closely tied together. 

The direction of the program is under 
the leadership of the office manager in 
companies with informal programs. When 
the program is formalized there is a 
strong tendency to shift the load to other 
shoulders. However, 44 per cent of the 
formal programs are headed up by the 
office manager. The methods group heads 
39 per cent of the formal programs. The 
larger the company, the more likely it is 
to use a specialized methods group. 

Carrying out the en ee the 
job done—is the ofhce manager's respon- 
sibility in 72 per cent of the companies 
with informal programs and in 50 per 
cent of the companies with formal pro- 
grams. The program is carried out by a 
methods group in 42 per cent of the com- 
panies with formal programs. In com- 
panies where this is a combined respon- 
sibility, the office manager and office 
supervisor carry out the program. 

Final authority to approve major office 
methods changes rests with top executives 
in 60 per cent of the companies with in- 
formal programs and in 54 per cent of 
those with formal programs. 

Direction is synonymous with authority 


in about one-fitth of the COM pallies, 
tar as the office manager is concerned, 
but finai authority is widely scattered in 
the reporting companies. Under an in- 
formal program, a company officer has the 
say in three out of five companies, with 
the secretary-treasurer slightly favored. 
Under formal programs, the figure is 
down to 53 per cent with the comptroller 
giving approval in 21 per cent and a 
vice president in 16 per cent of the cases. 

Atter installation there must be an 
evaluation—yet one out of every tive 
companies with informal programs did 
not say who evaluated their provramis. 
Those that do evaluate them give this 
responsibility to the office manager in 62 
per cent of the companies, with some 
combining this duty as that of the ofhce 
manager and supervisor. Forty-two per 
cent of the companies with formal pro- 
grams give this responsibility to the office 


manager, 21 per cent to the methods 


groups, but about one-half of these com- 
panies combine this responsibility and 
where they do, the office manager and 
office supervisor figure most predomi- 


nantly. 

What steps or procedures are used? 
Where predetermined steps are used ip 
solving office methods problems, they are 
applied company-wide by those with for- 
mal programs but to a specific “sore spot” 
by those with informal programs. Only 
63 per cent of the informal group applied 
predetermined steps. 

The approach to problem-solving by all 
companies reporting on this aspect of 
their programs (only 63 per cent of the 
informal group indicated their approach) 
is to analyze in detail the existing method 
rather than define and write the problem 
first 

Methods are developed systematically 
by eliminating unnecessary work and 
simplifying details more than by com 
bining details and rearranging details 
These rules for developing good office 
methods have gained wide acceptance in 
principle, as indicated by 56 per cent of 
the companies 

In giving necessary instructions on how 
to use predetermined steps, there is a 


tendency for cxccuuives in companics with 
tormal programs to be too much con- 
cerned with such details. Im companies 
with informal programs, the ofhce man- 
ager in 69 per cent of the instances gives 
the necessary instructions. In a third of 
the companies this is a combined respon- 
sibility of the office manager and office 
supervisor. 

The need for written instructions on 
how to use predetermined steps in solving 
olfice methods problems is recognized by 
81 per cent of the companies with formal 
programs; by only 53 per cent with in- 
turmal programs. 

- New methods are most frequently initi- 
ated by the office manager (informal, 76 
per cent; fasmal, 63 per cent). Yet the 
action is a joint responsibility in 52 per 
cent of the companies with formal pro- 
grams and 36 per cent with informal pro- 
grams. This probably indicates that the 
office manager's function is delegated by 
a superior. 

What cost-cutting aids are used? Sug- 
gestion systems as aids in cutting costs are 
used in 70 per cent of the companies with 
formal programs, 50 per cent of those 
with informal programs. Suggestions are 
encouraged by cash awards in only half 
the companies, with “other” types of in- 
centives being used more than merit 
awards by those with informal programs 

The two best sources of information 
for cutting office costs are conferences and 
contracts with other companies, as indt- 
cated by all companies. 

What are the results of the programs? 
All companics indicate that the most im- 
portant result of office methods improve- 
ment is the reduction of direct othce labor 
cost. This benefit is cited slightly more 
by those companies with formal programs 
than those with informal. Improved 
customer service and increasing effective- 
ness of records are next in importance. 

As a result of cost reduction programs, 
standards are in use in 74 per cent of all 
companies. However, the companies with 
formal programs have standards in 90 per 
cent of the cases whereas 67 per cent of 
those with informal programs have stand- 
ards 
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Where standards have been established, 
they relate chiefly to procedures followed 
in regard to office equipment (in com- 
panies with formal programs) and office 
supplies in companies with informal pro- 
grams. However, most companies have 
standards in more than one field. 

Most of the standards have been put 
into writing, although some are unwritten. 
Some companies have both written and 
unwritten standards. 

Written procedures are used in 90 per 
cent of the companies with formal pro- 
grams, but in only 66 per cent of those 
with informal programs. Most of these 
procedures, when written, are put into 
standard practice manuals. 

Conclusions. From this summary cer- 
tain conclusions emerge: 

1. Every office is not ‘20 years behind 
the factory.” While only 30 per cent of the 
companies participating in this survey had 
detailed and planned programs for reducing 
office costs, many companies whose pro- 
grams are classified as “informal” have or- 
ganized for action with a step-by-step appli- 
cation of simplification principles. 

2. There is a greater need for planned 
programs, continued action, and follow-up. 
A hit-the-sore-spot type of program is not 
the answer 

3. The larger the office, the more 
formal and better organized the program. 


4. Offices that are production units in 
themselves and have no dependency on the 
factory, are making the greatest progress in 
the establishment of detailed and planned 
ost reduction programs. 


5. The emergence of methods groups is 


EDICATED to “the emancipiation 
of the white collar worker,” the 41st 
National Business Show recently staged 
its annual exposition of the latest devel- 
opments in office equipment, geared to 
free workers from tedium and fatigue 
and help channel their energies into more 
productive, wage-increasing work. 
This is an important objective— as 
equipment manufacturers are quick to 
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What’s New in Office Equipment 


still very limited. Only 20 per cent of all 
reporting companies said they used this type 
of specialist organization, although 40 per 
cent of those with formal programs and 
who answered this question indicated that 
they had such groups. 

6. The office manager's added responsi- 
bilities for direction and carrying out of in- 
formal programs are somewhat lightened in 
the case of companies with formal setups. 
In five out of six instances the office mana- 
ger does have the right to approve a methods 
change. The important job of evaluation is 
very often his, yet frequently he lacks the 
authority to make his findings take hold. 

7. The general office and the account- 
ing office probably can be considered closest 
to the traditional idea of what an “‘effice”’ is. 
Comparison, therefore, with the other 
“office” groups is very favorable from an 
organized methods activity standpoint. But 
the high percentage of informal programs 
suggest the persistence of hit-and-miss in- 
formality in planning and detailing opera- 
tions. 

8. The use of predetermined steps in 
solving office methods problems is lacking 
in many companies with informal programs. 

9. There seems to be some resistance to 
the practice of defining and writing down 
the problem causing a methods change. 

10. The programs need better selling, 
upward and downward. 

11. The fact that most companies con- 
sider a reduction in direct office labor cost 
the most important result of office methods 
improvement indicates a primary interest in 
reducing the office workforce whereas many 
other results would be equally beneficial. 

12. There is still room for action on 
standards—as shown by the fact that 43 
per cent of the companies with informal 
programs have unwritten standards. 


point out—in view of the fact that clerks 
and kindred workers outnumber factory 
workers by almost two to one. But their 
wares—some of which will be described 
here—may help bring about wholesale 
changes. 
Improved 


"Push-Button” Secretary. 


Punched cards can now be used to an- 
swer the busy executive's correspondence. 
A large equipment manufacturer which 


last year exhibited its “push-button” 
secretary has improved on the original 
with the Carlson Sclector, introduced to 
the public for the first time at the Show. 

Heretofore the operator filled in the 
salutation of a form letter, flipped a 
switch and the automatic typing machine 
did the rest. But all resulting letters were 
identical. 

Now, through use of a light card about 
174" x 734", the executive select 
tailor-made replics from 60 form para- 
graphs listed on the card. He simply 
circles the numbers of the paragraphs he 
wants apd sends the card to the operator. 
She, in turn, perforates the circled num- 
bers with a small hand punch (the execu- 
tive can do the same if he wishes). The 
card is then inserted into the Carlson 
Selector, which is about the size of a 
cigarette carton, and the typewriter keys 
begin to fly as if operated by phantom 
hands. The finished Ictters cannot be 
detected in any way as processed. 

This automatic typing machine is op- 
erated on a player-piano principle, with 
typewriter keys moved by perforations in 
a roll. From five to ten typewriters can 
be operated at once on one relay, and it 
is estimated that one girl, using only one- 
third of her time, can thus produce 150 
to 200 letters per day. 

Improved Mechanical Collators. An- 
other machine designed to reduce the 
time and fatigue which have been so 
great a part of paper-gathering opera- 
tions, is the ‘““Vacuumatic Collator’. This 
device, which gathers pages into sets auto- 
matically, uses a vacuurn pick-up arrange- 
ment to remove individual sheets from 
piles and transfer them, in their correct 
sequence, to a moving belt containing the 
finished sets. Complete accuracy of the 
sets is insured by electronic controls 
which break the vacuum when one of the 
delivering arms fails to pick up a sheet 
of paper and return the incomplete sct of 
papers to their original file for another 
pick-up. 

The “Vacuumatic” is designed to solve 
large collating problems. Its rated speed 
is 18,000 sheets per hour for a ten-page 
unit. A similar volume of collating would 


take the average hand collator about six 
hours to complete. 

The manufacturer has also redesigned 
his entire line of mechanical collators, 
and, in addition, has just introduced a 
new electrically operated stapling ma- 
chine. This is designed to eliminate hand 
stapling in large, continuous stapling 
operations. At the touch of the papers, 
the stapling head automatically descends 
and stitches the sheaf of pages together. 

Typewriter Ribbon Simplifies Correc- 
tions. Another new development is a type- 
writer ribbon which makes it possible to 
turn out perfectly typed letters and forms 
of all kinds. Secret behind the new rib- 
bon, called “Del-e-Tape,” is that typing 
errors may be made to vanish completely 
with the use of a liquid eradicator. 

When a change is necessary, a word or 
a whole sentence can be made to dis- 
appear by painting away the words with 
just a touch of Del-e-Tape Eradicator. It 
takes only a second or two and leaves the 
paper without any smudge or trace of 
the error. 

Del-e-Tape ribbons cost no more than 
ordinary good typewriter ribbons. They 
are available in black, black and red, and 
blue for all standard and clectric type- 
writers. 

Multi-Purpose Calculator. Simplicity is 
a keynote of the new Ultra-Matic Calcu- 
lator, which can perform addition, sub- 
traction, division and three kinds of 
multiplication—all in six minutes. The 
machine automatically responds with the 
answer when a button is pushed. 

A new automatic alignment device 
makes it possible to perform division in 
an casier manner, and insures correct 
placement of the decimal point in the 
answer. Several new features have been 
built into the multiplier section, including 
a new repeat mechanism, which permits 
the use of a constant factor in either 
multiplicand or multiplier. The machine 
can be used as a “duplex” calculator per- 
forming a series of individual extensions, 
and giving the grand total of these at the 
completion of the problem. Amounts 
may be added to or subtracted from the 
accumulation with equal ease and speed. 
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Low-Cost Calculator. One manufac- 
turer of machine calculators, with a range 
of models and prices to suit all types of 
business budgets large and small, has just 
brought out a newcomer to its line, the 
low-cost, semi-automatic ‘‘Figuremaster,” 
which has all the automatic features of 
the fully-automatic model, except auto- 
matic multiplication. 

The 18 principal new features of the 
‘Figuremaster’’ line include automatic 
point-off in division, indicated either as a 
decimal or percentage; 40 per cent greater 
dial visibility for easy readings; and 
“phantom touch” key action for effortless 
operation. Both fully-automatic and semi- 
automatic models are available in ten-or 
eight-bank capacities, so that the ex- 
panded line provides four basic models, 
adaptable to all types of business. 

New Device Simplifies Use of Tran- 
scriber. A large transcribing machine 
manufacturer is now featuring a device 
known as Television Indexing on_ its 


latest portable transcribing machine. 
Through its use the operator can observe 
the disc as it is being played, watching 
for corrections which are plainly visible 
on the Television mirror which blows the 
record up to four times its original size. 

The Television Index eliminates the 
necessity for marking paper slips to indi- 
cate the end of letter or corrections. The 
operator can detect these by spacing of 
recording grooves which are visible in the 
Television mirror which pops up on top 
of the transcribing machine. 

Usefulness of many of the new equip- 
ment products now available extends be- 
yond the realm of the office, incidentally. 
For example, inexpensive lines of adding 
machines, files and other equipment are 
being used on the modern farm, and dic- 
tating and transcribing equipment is cur- 
rently in use in the teaching of languages 
and the recording of books for the blind. 

From a press release issued by the 
National Business Show. 


Pointers on Pension Bargaining 


_ problem of costs and coverages in 
pension bargaining vary considerably 
with the size of the individual company 
and the average age of its employees. 
Merely following a “pattern” without con- 
sidering whether that “pattern” fits your 
situation may be inviting bankruptcy. Be- 
fore you even start to bargain on the 
subject, put the cost picture at your finzer- 
tips. The following are some factors that 
will directly affect it. 

Tie cost to service—but do not con- 
sider pensions deferred wages. For ac- 
counting purposes, the cost of a pension 
should be tied to service out of which 
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pension credits arose, so that your total 
ee for any employee will be fully 
reflected at the time he is productively 
earning. This keeps your labor cost pic- 
ture accurate. Remember, however, that 
this is solely an accounting measure. It is 
not an admission that a pension is de- 
ferred wages, or that it may be directly 
counted as a withheld part of present 
compensation. The consequences of ad- 
mitting, as a business principle, that 
pensions are a form of deferred wages, 
can be financially disastrous. If it is true 
that the money is earned now but paid 
later, then you can’t simply dismiss as so 
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much talk a demand that an employee s 
right in these deferred wages which he 
has carned be given to him now—in 
other words, a demand for 100 per cent 
immediate vesting. That's because the 1s- 
sue has become tangled up with questions 
of justice and property rights. 

Complete immediate vesting means an 
increase in pension costs of at least 50 
per cent in the average case. It completely 
deprives a group pension plan of a// the 
benefits that accrue from group experi- 
ence. It is no longer possible to cancel 
out the credits that have been built up 
for employees who die or withdraw in 
order to reduce over-all costs with respect 
to those who remain. 

“Cents per hour’ bargaining agree- 
ments. The expression of payroll con- 


tributions in terms of so many cents per 
hour is a useful tool to express the limits 
of employer obligation toward a pension 
fund in terms that are readily understood. 
However, ‘10 cents per hour’ does not 
mean that each employee is to receive a 
agg benefit that is anything like that 


gure. Any pension literally funded like 
that would result in gross inequities. Ten 
cents an hour for any employee of 25 
buys vastly more pension credit than 10 
cents an hour for an employee approach- 
ing retirement age. As a matter of fact 
and figures, to secure the same retirement 
benefit for each worker, it may be neces- 
Sary to put in as much as 25 or 30 cents 
an hour for the older man and as little as 
four or five cents for the younger. The 
average could be “10 cents an hour,” but 
if you use it, make it clear that you are 
speaking of an average. 

Unfortunately, the pattern of “cents 
per hour’’ contribution is already estab- 
lished. Much clearer thinking might re- 
sult if the contributions were expressed 
in a total sum, or in a percentage of pay- 
roll without fying the amount to a defi- 
nite per capita sum. When an employer 
takes the attitude that he is willing to 
give a 10-cent increase and leaves it to the 
union to decide whether to take the 
money as a pension or directly in the pay 
envelope, he is paving the way for a 


later demand that individual rights be 
fully recognized and preserved. 

Basic cost questions. Fundamentally. 
there are only two questions to settle in 
pension bargaining. The first is: What 
will management agree to pay, if any- 
thing ? 

So far as the s/ze of the contribution 
itself is concerned, pension bargaining 
might not be too different from wage 
bargaining. However, the permanency of 
the commitment demands that you ex- 
amine your long-range ability to pay 
much more closely. You must also con- 
sider how the size of the past service 
credit liability will affect the amount of 
money left available for replacement of 
equipment and future expansion. 

The second question is: Approximately 
what benefit will that payment buy ? 

There is a dangerous tendency to think 
of pensions in terms of benefit, rather 
than in terms of cost. It is not good busi- 
ness to make a firm agreement on benefits 
and then work back to an estimated cost, 
which may or may not measure your full 
liability. Initial costs by their nature are 
only estimates which are about as good 
or bad as the common sense that went 
into making them. Therefore, keep your 
bargaining commitments to contributions. 
not benefits. 

Preparation for bargaining. Get impar- 
tial and sound actuarial and legal advice 
before you start to talk. Study your firm 
and its financial prospects, as well as the 
prospects of your whole industry. This is 
long-term planning at its longest—60 or 
70 years for some of your present em- 
ployees. Have your own cost estimates 
ready in advance. Union estimates of 
what a benefit will cost are not usuall: 
conservative. Furthermore, they won't be 
based on the same data that you have 
readily available. 

What unions are after. Here's a com- 
posite picture of the basic union demands 
in the pension field: 

a. Noncontributory pensions 


b. Equal representation in the management 
of the fund 
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©. Full pension benefits to employees im- 
mediately retired. 
. A flexible retirement age. 

>. Retirement must be voluntary. 

Full immediate vesting—no loss of ac- 
crued benefits when employee leaves. 

g. Minimum benefits at $100 per month for 

full service at the lowest wage class. 

Pension planning at the bargaining 
table. Unless you have unlimited re- 
sources, the only sound approach to work- 
ing out a pension plan at the bargaining 
table is to agree to costs and make the 
benefit only an estimate—not the other 
way round. That keeps your contractual 
obligation within reach. However, tying 
down the cost doesn’t avoid some outlin- 
ing of possible benefits, since it is in 
terms of what you hope to buy that costs 
are fixed. A rational approach to benefit 
discussions involves these steps: 

1. Agreement on the general principle 
that it is impossible to buy more benefits 
than your contributions will cover. If you 
can't get agreement on that, there's no 
point in going on. 

2. Thinking in terms of the greatest 
amount of straight retirement benefit that 
the contribution will buy, particularly 
when operating against a limited budget. 
Once tentatively committed to a definite 
monetary contribution, work out the best 
possible pension benefit without any ad- 
ditional costly features. It is surprising 
how far a small percentage of payroll 
will sometimes go in terms of pure re- 
tirement cost, particularly when your aver- 
age worker's age is low. Rule of thumb 
guesses sometimes used are that a pure 
retirement benefit of 40 per cent of total 
earnings will amount to 6 per cent of 
payroll when spread over 40 years of 
funding, and about 8 per cent of payroll 
when spread over 20 years of funding. 
Once you know the most your money can 
buy, it is evident that you cannot provide 
a greater retirement income, or add to 
that same income any of the additional 
ost-making features, without either in- 
creasing the amount you are willing and 


able to pay, or getting the additional 
money from the wages already established 
—in other words, employee contribu- 
tions. (You can hardly expect agreement 
on a wage cut.) 

This is the only sound approach to the 
subject of contributory vs. non-contribu- 
tory plans in collective bargaining. No 
sacred principle is involved—it's a simple 
question of economics. The question of 
employee contributions is too often at- 
tacked initially as an element to be de- 
cided before probable benefits are talked 
over, rather than the necessary and logical 
consequences of agreement on probable 
benefits. Where you can afford to finance 
an acceptable pension benefit on the basis 
of the sum you have agreed to provide, 
employee contributions aren't needed un- 
less the employees themselves would like 
to have a still more adequate plan. If 
your agreed amount will not provide an 
adequate benefit and you cannot make 
any further concession, the union should 
agree to take a chance on inadequate ben- 
efits or supply the rest of the money. 

In all pension discussions with the 
union and with your employees, keep 
these principles in mind continually: 

1. The only true cost of any pension 
is what it finally costs. Initial expendi- 
tures now are only estimates—good or 
bad as the wisdom and foresight which 
made them are good or bad. 

2. The more additional benefits are 
added to pure retirement, the greater the 
expense. When you are willing or able to 
increase fringe benefits, always consider 
first whether a fringe addition is ulti- 
mately more desirable than a higher re- 
tirement income. 

If you set up the problem in those 
terms, you increase the chances of achjev- 
ing a pension plan which you can reason- 
ably depend on to accomplish at least its 
primary purpose—security in old age. 

Research Institute of America, Labor 
Coordinator, Edition 6, Supplement 23, 
p. 78, 161:3. 


Conditioning Employees for Incentives * 


By R. F. KENT 
Staff Supervisor 
Headquarters Wage Incentives 
Westinghouse Electric Corporation 
Pittsburgh, Penna. 


HE past 25 years have seen increasing 
fie of incentives to stimulate produc- 
tivity and widening interest in their 
proper application, installation, and ad- 
ministration. There is, however, one 
aspect of incentive planning that appears 
to have been neglected—namely, that of 
conditioning employees for incentives. 
Regardless of the merits of any incentive 
plan, it will fall short of achieving full 
effectiveness if employees do not under- 
stand and appreciate its value to them. 
(In this discussion the term “employee 
is not confined to the operators alone, but 
includes supervisors and other members 
of management as well.) 

Executive management, in many in- 
stances, can be criticized for failure to 
recognize the necessity for conditioning 
its employees for incentives. And in many 
companies management is equally remiss 
in conditioning its supervisors properly. 
But how can we expect the operators to 
have confidence in the application of 
incentives if their immediate supervisors 
lack a fundamental knowledge of the 
incentive plan and an honest belief and 
confidence in its purpose? 

The first step in conditioning employees 
for incentives is to acquaint the super- 
visory group with the philosophy sur- 
rounding the plan. A very thorough ex- 
planation regarding the necessity of the 
plan, why the particular plan was selected 
and the manner in which it functions 
should be given these personnel. For the 
sake of emphasis, it may be well to have 
a member of executive management lead 
this discussion. 

Supervisors must see the benefits that 


will be derived by management—must 
understand how incentives with accurately 
established standards based on time study 
reflect a more accurate control of costs. 
They must be made aware of the fact 
that incentives require more accurate 
scheduling of work, flow of material, and 
utilization of facilities. In short they 
must fully understand the role of incen- 
tives in increasing their own effectiveness 
and that of every employee in the depart- 
ment. 

How can the supervisor operate his 
department so as to encourage cach em- 
ployee to surpass a fair day’s work and 
thus increase his pay? The following 
steps are essential if this objective is to be 
attained: 


1. Make certain that there is a sufficient 
supply of work ahead of the operator 
and that the supply is continuously 
maintained. Check this constantly. 
Furthermore, the production organiza- 
tion should provide the necessary manu- 
facturing information to keep the de- 
partment properly loaded at all times 
Review carefully the operator's interest 
in and adaptability to the work he is 
performing. If he is interested and lacks 
skill—train him. If he is interested in 
the work, but not adapted to the opera- 
tion—change him. If he is not interested 
in the work—unable to acquire the 
knack—he should be moved to another 
job, if another job would be more suit- 
able. If not, action should be taken to 
replace him. 

Definitely establish the tools, equipment 
and methods that will be employed in 
doing the work before the time standard 
is established. This should be done by 
the supervisor with the assistance of the 
industrial engineer. This is because the 
supervisor is responsible for the efficient 


views expressed here are the result of experience gained in the consulting field and do not necessarily 


reflect the policies and procedures of the Westinghouse Electric Corporation. 
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operation of his department while the 
industrial engineer functions in a staff 
capacity. As the latter is not a part of 
the line organization, his job is to as- 
sist, rather than to direct, the depart- 
ment head. 

4. Instruct the operator in the proper 
method to be followed in performing 
the work. Teach and train—teach and 
train—shis is important. 

5. Take steps to insure that operating con- 
ditions on which the time standard is 
based are maintained. If management 
changes the tools, equipment or methods 
in use, the time standard must be re- 
vised accordingly. 

Let us now consider the problem of 
conditioning the operator to incentives. 
This conditioning should actually start 
in the employment department at the time 
he is hired. The new employee should 
be advised of what will be expected of 
him and of the disadvantages as well as 
the advantages inherent to the job on 
which he is to be placed. This is espe- 
cially important in cases where an incen- 
tive is involved, for the proper explana- 
tions at the time of employment will go 
far in preventing discouragement. 

What commonly happens is illustrated 
by the case of Bill Brown. Bill applies 
to the employment department for a job. 
If the labor market is tight, he is wel- 
comed with outstretched arms. He is told 
what a fine plant this is to work in and 
what a swell bunch of fellows he will 
work with. After listening to this for 
a while, Bill remarks, “Sounds good, but 
what I want to know is, how much will 
I get per hour?” The interviewer indi- 
cates the going rate for the job and as 
an afterthought, blandly adds, “Oh yes, 
I] forgot to mention that we have an in- 
centive. The boys make good pay on 
that—at least time and a half.” 
hooked and the next day starts on the 
job. But where does he learn about how 
the incentive plan functions? From his 
fellow-workers, of course. 

Bill also finds out all too soon that all 
the operators are not making time and a 
half. Such disillusionment can easily sow 
the first seeds of dissatisfaction. Had the 
employment department taken the proper 
steps to indoctrinate Bill in the workings 
of the incentive plan and in the manner 
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Bill is 


in which it would affect him, the results 
might have been quite different. 

An individual's earnings under an in- 
centive plan will be contingent upon the 
time which he requires to do his work. 
What, then, are the factors most likely 
to govern this time? One is habit. The 
operator has learned to do the job in a 
certain way and at a certain pace. If you 
attempt to change his habits you will 
have to show a very good reason for 
doing so. Back of habit lies custom. 
Usually the pace at which the majority 
of workers perform their jobs establishes 
what comes to be regarded as a “‘fair 
day's work.’ If the operator is to accept 
incentives and earn increased pay, both 
his habits of work and customs must be 
modified so that he increases production 
through increased efficiency. 

There are two major objectives, then, 
in conditioning operators for incentives. 
These are (1) creation of the proper 
mental attitude and (2) change in the 
physical tempo required. Let us look at 
the first of these—creation of the proper 
mental attitude. 

Indoctrinating the new employee for 
incentives in the employment department 
in itself is not enough—the new man’s 
immediate supervisor should discuss the 
reasons for incentive plans in general 
and how the specific plan in force in their 
plant functions. The fact should be 
brought out that it may be necessary for 
the supervisor to change the operator's 
routine from time to time, and the rea- 
sons for doing so, as well as the reasons 
for changing the time standard in event 
of such method changes, should be clearly 
explained. The new man should also be 
taught how to calculate his pay. All this 
will do much to remove many of the 
barriers that often exist between operator 
and time study engineer. 

The second aspect of conditioning op- 
erators for incentives is concerned with 
the change in physical tempo required. 
The supervisor must explain the reasons 
for expected increases in production, and 
show the worker how he can increase his 
production and thus avail himself of the 
advantages offered by the incentive. More- 
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over, a certain period of time must be 
allowed for him to adjust his tempo to 
the higher level of production. 

While the conditioning of an employee 
will depend to some degree on his previ- 
ous experience, there are certain minimum 
requirements which, if met, will smooth 
the task of obtaining good performance. 
These requirements are: 

1. Selection of an employee suited to the 

job being filled 

2. Explanation of the particular incentive 

plan in effect 

Provision of correct methods and tools 
Adequate training of the employee, with 
emphasis on correct production habits 
Maintenance of conditions necessary for 
high production 

Good incentive supervision 


In a talk last year before the Alumni 
Conference of the Harvard Graduate 
School of Business, Richard R. Deupree, 
President of Procter & Gamble, sum- 
marized the essentials of sound planning, 
as follows: ‘Select a man carefully for 
the job he is going to fill, give him 
proper training and supervision, then 
give that man a real chance to prove his 
ability to earn more money through a 
wage incentive plan that pays him more 
for work above the average.” If any 
incentive plan is to succeed, from the 
standpoint of workers as well as manage- 
ment, it is most essential that the condi- 
tions outlined in Mr. Deupree’s statement 
be observed 


Improving Your Supervisory Selection Methods 


HAT are the criteria of a good 
selection program ? 

In the first place, a good supervisory 
selection program requires full participa- 
tion in the program by all line supervisors 
and executives involved. No program will 
stand up without this participation at 
every step of the process. Anything the 
personnel office may do on supervisory 
selection must be considered in terms of 
advice and assistance rather than in terms 
of actual control of who is selected. 

Second, a good selection program takes 
full advantage of knowledge of the em- 
ployee’s performance obtained during his 
work history with the organization, in 
order to furnish an incentive to better 
performance. This does not imply that 
the best non-supervisory employee makes 
the best supervisor. What it does mean 
is that consideration should be given 
those factors which can be observed in an 
employee's present work performance- 
even though he is in a nonsupervisory 
position—if those factors are relevant to 
performance in supervisory work. The 
most obvious example is the factor of 
relationships between the employee and 
his colleagues. What reason is there to 
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believe that an employee who has not 
maintained good relationships with his 
colleagues will do any better in inter- 
personal relationships after he becomes a 
supervisor ? 

A third element of a good supervisory 
selection program is the obvious one— 
that, based upon actual performance, the 
methods in use bring about an improve- 
ment in the quality of supervision. The 
individual situation must determine the 
best method for evaluating these results. 
However, even if all criteria, save this, 
are met, we have an impressive facade, 
but no realistic reason for considering the 
program adequate. 

A fourth criterion of a good super- 
visory selection program is the extent to 
which it offers opportunity for upgrading 
to employees other than those who are 
immediately under the supervisor being 
replaced. We all recognize the possible 
disadvantages of extending this competi- 
tion too far. But an objective program 
for supervisory selection will convince 
most employees that this extended compe- 
tition is fair, and it will certainly help to 
improve the caliber of supervision. Every- 
thing we know about statistical proba- 
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bility indicates that extended competition 
would lead to better selection. 

Finally, the men who are affected 
should feel that the method used is fair 
and objective. In other words, if an em- 
ployee can say to himself that his chances 
tor rising to the top are entirely based 
upon demonstrated work performance, 
which will be considered in an objective 
manner, and his rise to the top will be 
based upon selection methods which are 
the same for all employees, then we have 
a basis for sound morale. It is interesting 
to note in this connection that it was the 
employees who requested the Navy De- 
partment to reinstitute the competitive 
— for supervisory selection at the 
eginning of 1945, after the program had 
lapsed during the war years because of 
the great expansion of the supervisory 
force and the shortage of supervisors. 

Let us now consider what some com- 
panies are currently doing in the field of 
supervisory selection. The Kaiser-Frazer 
Company's program consists essentially of 
the following steps: First, recommenda- 
tions are made by those in supervisory 
positions. (In order to make certain that 
appropriate qualities are taken into con- 
sideration, a checklist of the most im- 
portant qualifications are made available 
to those making the selections in the 
Kaiser-Frazer Company.) Second, there 
are several interviews by supervisors with 
employees recommended for supervisory 
positions. Third, a number of tests are 
administered to these candidates. Fourth, 
there is an evaluation of the employment 
and personal history of candidates. And 
finally, selectees go through a special 
training program in order to insure that 
they are fully equipped for their new 
responsibilities. One of the techniques 
used by Kaiser-Frazer is to upgrade candi- 
dates for these positions temporarily to a 
foreman’s position during the absence of 
the foreman in order to test the appli- 
cant’s fitness. In the opinion of company 
officials, this has proved a most practical 
method of measuring leadership ability. 

The Hoover Company of Great Britain 
uses nine different selection methods. 
test of 


These include a verbal test, a 
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abstract reasoning ability, rating by super- 
visors who know the candidate, the group 
oral performance test, a test on knowledge 
of good supervisory practices, a test on 
company policy, a test on opinions rele- 
vant to supervisory work, a performance 
test in which the candidate interviews a 
worker who has a problem, and an indi- 
vidual interview on the background, work 
record, attitudes, interests, appearance and 
manner of the candidate. Note that in 
each of these two companies, Kaiser- 
Frazer and the Hoover Company, there is 
no reliance on one technique alone. 

It is of interest to note that a test 
similar to the supervisory judgment test— 
which has been developed by the United 
States Civil Service Commission in «0- 
nection with its work with the Navy 
Department on supervisory selection—is 
also being used in private industry. It is 
being used by the Hoover Company, by a 
large American oil company, and by a 
Swedish foundry. In government service, 
it is used, not only by the Navy Depart- 
ment, but also by the Department of the 
Army for open competitive selection for 
trade supervisory positions, and by various 
Civil Service regions, for the selection of 
clerical supervisors. The test attempts to 
measure the understanding of the appli- 
cant in two areas of supervisory respon- 
sibilities—namely, (1) his judgment in 
situations involving relationships with 
employees and his own superiors, and 
(2) his judgment and understanding of 
the personnel responsibilities of the super- 
visor on such matters as the training. 
placement, and performance rating of 
employees. Indications of the validity of 
this test are based upon two large-scale 
studies conducted in 1946 and 1949 on 
trades supervisors. 

A good program for supervisory selec- 
tion should take advantage of all the 
knowledge that has been acquired in the 
research work of industry, military forces, 
and government. It should also be based 
upon sound management practices. A 
complete program, which obviously would 
have to be modified in individual in- 
stances. would consist of the following 
steps: 


1. Employees are invited to pattici- 
pate. 

2. Written tests of demonstrated val- 
idity are administered. 

3. Some kind of personality evaluation 
is used—for example the group oral per- 
formance test, the individual interview, 
or a performance test similar to that of 
the Hoover Company or the Kaiser-Frazer 
Company. The extent to which these tests 
are used would of course depend upon 
the resources available for this work. 

4. On the basis of the data obtained 
from the employment history of the ap- 
plicants, the supervisors’ statements of 
performance, the written test scores, and 
the interview and performance test, a 


the best potential supervisors; a “B’ 
group who seem to be fit material; and a 
“C” group who appear to have the least 
potential aptitude. These lists are made 
available to the executives who then select 
about 20 per cent more names than the 
number needed to meet the predicted 
needs for the year. 

5. Training in supervision is given 
to the persons selected by the supervisors. 
A record of the training res: 'ts is made 
available to line executives. on the 
basis of all this data, the supervisor, keep- 
ing in mind the particular requirements 
of the job he has to fill, makes his selec- 
tion when a vacancy occurs. 

By Mitton M. MANDELL (Chief, Ad- 
ministrative and Management Testing, 


U. S. Civil Service Commission, Wash- 
ington, D. C.). The Federal Employee, 
August, 1949, p. 8:4. 


tentative list is then established. This 
covers perhaps three broad groups— 
namely, an “A” group who seem to be 


BLS Cautions On Use of Price Indexes In 
Contract Escalation 


ROPER use of price indexes in escalator clauses in collective bargaining and purchase 
contracts is the subject of a new publication by the United States Department of 
Labor's Bureau of Labor Statistics. 

In announcing this release, BLS points out that the Wholesale (Primary Market) 
Price Index and the Consumers’ Price Index (formerly known as the Cost-of-Living 
Index) are the official measures of price change in the United States. It is emphasized 
that full knowledge of the coverage of each index as well as the dates of publication 
and revision is essential to practical negotiation and escalation. 

While the Bureau does not specifically recommend the use of any of its price 
indexes in escalation clauses in contracts, it is aware, nevertheless, that this particular 
use of price indexes is widespread. Accordingly, the publication has been prepared to 
enable contracting parties to make the best possible use of the available data. 

Single copies of Use of the Bureau of Labor Statistics’ Price Indexes in Contract 
Escalation may be obtained free from the BLS New York Regional Office at 341 Ninth 
Avenue, New York 1, N. Y. 


Breakdown of Labor Costs for 36 Industries 


OW much of the company dollar goes into labor costs? 

Results of a new survey of labor costs by Standard & Poor show that industries 
with the lowest labor costs include sugar with 9 per cent, brewing and distilling with 
9.2 per cent, and tobacco with 9.3 per cent. Many food products as well as petroleum 
also rank in the lower brackets of labor costs. On the other end of the scale, ship- 
building, gold and silver mining and manufacturing of office equipment have wage and 
salary costs which run over 50 per cent of the final sales dollar. Shipbuilding and air 
transport run over 40 per cent, but less than 50 per cent. Also on the high side, with 
labor costs running over 30 per cent but less than 40 per cent, are the following: 
Household furnishings, agricultural machinery, rubber, beverages, steel, auto parts, and 
photographic equipment. 

—Employee Relations Bulletin (National Foremen’s Institute) 10/26/49 
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ITH the view to doing everything 
feasible to reduce accidents, the 
Canadian Westinghouse Co. Ltd., Hamil- 
ton, Ont., recently reorganized its safety 
program. The new blueprint for safety 
stresses responsibility and participation up 
and down the line through effective ac- 
tion of a closely knit group of committees. 
Under the program, all safety and plant 
housekeeping activities at both plants in 
Hamilton are under the direction of a 
committee known as the Safety Policy 
Committee. The members of this com- 
mittee are as follows: assistant manager 
of works in charge of safety (chairman) ; 
safety supervisor—East plant; assistant 
safety supervisor; one superintendent of 
East plant; one superintendent of West 
plant; superintendent of benefit depart- 
ment. 

On this committee the safety supervisor 
and the assistant safety supervisor are 
permanent members and one of them is 
appointed secretary. The superintendent 
is nominated by the manager of works 
and serves a term of two years. In this 
connection, the plant engineer, the chief 
storekeeper and the traffic manager may 
be considered as superintendents and, as 
such, are eligible for appointment. 

The meetings of this committee are 
held monthly and may be held alternately 
at cach plant if desired. 

Under the p'an of organization, the 
Safety Policy Committee develops and 
applies the company’s policy regarding 
safety and plant housekeeping and is re- 
sponsible for the following activities: 

1. Drawing up and arranging for pub- 
lication of safety rules and regulations, 

2. Arranging for compilation and dis- 
tribution of accident statistics, 

3. Preparation of the company’s budget 
of plant and employce safety, 

4. Coordinating safety activities at the 
East and West plants and promoting uni- 
formity of guards and other safety devices, 

5. Assisting the East plant and Wert 
plant Safety Committees in furtherance of 
their work at the respective plants, 

6. Receiving and acting upon recom- 
mendations of the East and West plant 
Safety Committees. (Minutes of commit- 
tee’s meetings are sent to the chairman and 

secretary of the Safety Policy Committee.) 
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Westinghouse Organizes for Safety 


Each plant has its own Safety Commit- 
tee consisting of: the safety supervisor, 
the assistant safety supervisor (secretary) ; 
two superintendents (or plant engineer, 
storekeeper, traffic manager); and two 
foremen. 

In this committee the safety supervisors 
and the assistant safety supervisors are 
permanent members, with the superin- 
tendents serving two years and the fore- 
men one year. Again, meetings are 
monthly. 

The duties of these plant Safety Com- 
mittees are: 

1. To maintain general supervision over 
safety and plant housekeeping, 

2. To interpret the safety policies of the 
company to the safety subcommittees and 
assist in carrying them out, 

3. To arrange for the appointment of 
members to the safety subcommittees at the 
plant and to see to their proper rotation, 

4. To receive and act upon recommenda- 
tions of the safety subcommittees (minutes 
of the subcommittees are sent to the chair- 
man and the secretary), 

5. To encourage and assist the safety 
subcommittees in every way possible. 
The Safety Committees for the two 

plants are identical except that the assis- 
tant manager of works acts as chairman 
for the West plant committee and the 
assistant safety supervisor acts as secretary. 

Safety subcommittces are established 
for each plant. They represent geograph- 
ical areas within the plant and member- 
ship includes foremen, assistant foremen, 
supervisors and rank-and-file workers. It 
has been established that one member 
should represent approximately 40 em- 
ployees in the territory of the subcom- 
mittee. 

To keep workers interested in the safety 
program, the company tries to have as 
many employees as possible participate in 
its activities. Therefore, the term of mem- 
bership on these subcommittees is one 
year, with half the members being re- 
placed every six months. (Previously, the 
term was two years with 25 per cent of 
the membership retiring twice yearly.) 

In all, 15 subcommittees are in opera- 
tion, with a total membership of 140. 
The meetings of these subcommittees 
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are held monthly and copies of the min- 
utes are sent to both the parent commit- 
tees. 

The subcommittee chairman is chosen 
from among the members of the commit- 
tee and holds office for one year. In the 
case of the chairman, his term of member- 
ship on the committee is automatically 
extended to 18 months when he is elected 
chairman of a subcommittee. The secre- 
tary, also elected from the membership, 
does not have his term extended beyond 
the yearly period. 

The outline of the safety program or- 
ganization lists the duty of the subcom- 
mittees as: 

1. To develop and maintain interest in 


accident prevention and plant housekeeping 
in the respective territories, 


2. To maintain constant look-out for un- 
safe conditions or practices and to initiate 
corrective measures for any hazards found, 

3. To bring to the attention of the Plant 
Safety Committee any items of general 
safety interest or matters which may be 
beyond the jurisdiction of the departmental 
supervisors concerned. 

This reorganization was put into effect 
last April. The first month of operation 
showed a drop in accidents by 40 per cent 
as compared with the previous month. In 
addition, an improvement of 34 per cent 
was noted in days lost as a result of acci- 
dents—a fine record for a newly-installed 
program. 

Plant Administration August, 1949. 


Wages and Hours in Distribution 


HE Bureau of Labor Statistics has published a survey of wages and hours in the 
distributive trades, broken down by marketing areas. National average for wholesale 


trade (August, 1949) was $57.36 


hours; department and mail-order, $38.96- 


and accessory, $40.85 
ware, $52.38—43.9. 


40.8 hours; general merchandise, $35.31—36.9 
-37.5; food and liquor, $51.17—41.1; auto 
36.9; furniture and appliance, $53.48S—43.8; lumber and hard- 


You can get figures for your area to help determine whether you are out of line. 


-National Sales Executives Digest 


“Democracy’s Last Ticket” 
A Memo to Top Management 


By EDWARD C. BREHMER 
The Texas Company 


OUND personnel management has 

been called one of democracy’s ‘‘tick- 
ets to the last boat.’ Industrial manage- 
ment, from first-line supervision to the 
top echelons, must be a major contributor 
to the survival of our American system of 
private, competitive enterprise; and man- 
agement's effectiveness will be determined 
by the degree of its understanding and 
practice of proper personnel administra- 
tion 

When a business organization estab- 
lishes personnel administration primarily 
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to provide facilities to implement collec- 
tive bargaining agreements, the real ob- 
jectives of an effective over-all personnel 
program are lost, and management over- 
looks a potent production force. 

Personnel administration is a major 
day-to-day operating activity on all mana- 
gerial levels. It is the means by which 
top management attains most of its objec- 
tives, and it is inseparable from any ac- 
tivity of management. 

Personnel administration is a mature 
management technique, the aim of which 
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MANAGEMENT 


Planning 


Policy 


Formation 


. Objectives 


2. Procedures 


3. Responsibility 


skills. Its ultimate goal is optimum pro- 
duction. 


It is axiomatic that increased and high- ° 


quality production, maximum utilization 
of manpower, and operation at the lowest 


practicable cost are attained through the 


efforts cf people 

As business executives, you are most 
interested in securing efficient operation 
and maintaining a satisfied organization 
of people. This can be achieved through 
a good program of personnel administra- 
tion. A sound personnel program, ad- 
justed to the size and needs of your 
Organization, is indispensable in accom- 
plishing the major functions of manage- 
ment (Figure 1). 

Good management and good personnel 
inseparable—they are 
ind the same thing. 

As a manager you want: 


mS ONE 
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Control 


Organization 
Structure 


Supervision 


Functions 


is the full, productive use of employee 


Quality and Quantity 
Production at Lowest 
Practicable Cost 


Management 


1. An efficient and satisfied work- 
force 
2. Increased and high-quality pro- 
duction 
3. Lowest practicable costs 
1. Improved manpower _utiliza- 
tion 

How can these be attained? 

1. Secure efficient people by an ade- 
quate program of selection and induction. 

2. Maintain satisfied people by a sound 
program of employee relations and wage 
id ministration. 

3. Secure increased and high-quality 
production by full utilization of man- 
power through proper training, communt- 
cation of information, and an adequate 
health and safety program. 

That these techniques, as embodied in 
a well-rounded personnel program, can 
produce the sought-for results ts demon- 
strated graphically in Figure 2. 


BENEFITS OF GOOD PERSONNEL ADMINISTRATION 


Increased | Quality 


What a Good Personnel Program Can Accomplish | Production | Production 


A SELECTION AND INDUCTION PROGRAM By: 

Proper Selection and Placement. seeneee 
Payment of Proper Salaries and Wages...... 

Full Utilization of the Labor Market 

Proper Utilization of 
Accurate Determination of Personnel Requirements 


A TrRaAtninG ProcraM (INCLUDING PROGRAMS 
COMMUNICATIONS) BY: 

Developing Skills for Job Requirements. 

Creating Interest through Better Understanding... 

Providing for Acquisition of Knowledge for Job 

Simplifying Work and Work Procedures. 

Insuring Sources of Qualified People 

Stimulating Greater Efficiency by Improved Train ng 

Increasing Individual Production ve 

Assuring Better Knowledge of Job Requirements... 

Eliminating Unnecessary Work......----- 

Increasing Employees’ Value to Company. 


An Emptovee Retations By: 
Creating and Maintaining Harmonious Relations between 
Employee and Employer 
Better Adjustment of Employees to Positions : 
Expediting the Adjustment ot Complaints and Grievances 
Providing Channels of Communication between Employer 
and Employee 
A Program for Controlling Absenteeism 
A Program of Employee Counseling or (1 
Encourage Full Utilization of Aptitudes 
A Program for Enlisting Employee Suggestions 
A Program to Make Employees Continually Conscious of 
Their Contribution to the Efforts of the Company. 
Reducing Labor Turnover through Pre-Exit Interviews 
A Program of Employee Benefits, includ.ng: 
Group Life Insurance and Pension Plan 
Accident and Sick Benefits Plan 
Medical and Hospitalization Plans 
Vacation Plan 
Disability Plan .. ‘wes 
Establishing Promotional Opportunities tor Trained 
People . 


A CLASSIFICATION AND ADMINISTRATION 
PROGRAM BY: 

Payment of Proper Wages and Salaries and, Where 
Appropriate, Other Incentives to Stimulate Productive 
Activity 

Proper Allecation of Positions , Tee 

Stimulation and Recognition of Achievement individ 
ual Effort through Merit Increa n Salaries and 
Waves ses 
ndard Job Classifications to Stimulate Employees to 
Acquire Higher Skills and Abilities 

Wave Surveys to Determine Proper Salaries and Wages 


A Sarety anp PROGRAM BY 

Program to Reduce Fire and Accident Hazards 

Maintaining Safe and Healthful Working Environment 
That Will Stimul nplovees’ Best Endeavor ° 

Encouraging iysical Examinations for Early 


Visiting N al Aid. Where Practical, to Re 
duce vuurs Lost ough ness or Accident 
Educational Health wram on Nutrition and Proper 


ny Medical Care by Stimulating Interest in 
1 Cond 


ysica itor 
Educational Program to Make Employees Safety-Conscious 


| More Effi- 
Reduced | cient and 
Operating | Satisfied 
Costs | Employees 


Better 
Manpower 
Unlization 


AAA 


ZA 
ALA FAA ZA 


RAS 


nA 


FIG. 
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HE motion picture film as a device 
in visual education has made rapid 
advances during the past decade. ‘Lhe 
hand may be quicker than the eye, but 
many industrial training directors contend 
that the eye is quicker than the ear, and 
so they are combining auditory and visual 
presentations, through the use of films, 
to get their messages over to customers, 
employees, and the general public. 

Moving pictures are available today that 
cover every aspect of management's activi- 
ties. They range from safety films, train- 
ing (employee and supervisory), to films 
dealing with time and motion study, man- 
ufacturing methods, materials handling 
and quality control. The salesman uses 
films to back up and graphically tell his 
story to the customer, and many com- 
panies employ them to dramatize their 
histories or to demonstrate in one-two- 
three terms how a free economy functions. 

Some manufacturers invest considerable 
money to produce motion pictures of their 
own. They call in professionals to do the 
job at a cost anywhere from $5,000 to 
$125,000, depending on the length and 
elaborateness of the film itself. To meet 
specific problems, others make the movies 
themselves, with their own people as the 
actors. In doing this, some managements 
have displayed unusual ingenuity. But 
rent, borrow or buy is the general rule 
that employers follow in acquiring films. 
A great many companies, incidentally, are 
very generous about sharing their films 
with their industrial neighbors. 

A fast pace has been set by industry 
in adapting the motion picture to its 
needs. In a typical plant in which films 
are utilized as part of the employee edu- 
cation program, for example, the training 
director (if the plant is large enough) 
or the personnel director puts on the 
show. It may consist of an employee 
orientation film, or more likely one that 
deals with some phase of the manufac- 
turing process. It is one of many, shown 
on a weekly or monthly schedule, during 
working hours, and lasting anywhere 
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Film Fare for Industry 


from 15 to 45 minutes. Chances are it 
has been borrowed or rented unless it 
concerns a condition peculiar to the com- 
pany itself. This typical example was 
drawn from interviews with 26 Cleveland 
companies about their film practices. 

The subject coverage is comprehensive. 
One manufacturer even has a film that 
explains public relations, and several have 
documentaries that trace the development 
of their industries. From the standpoint 
of entertainment value, they are in a class 
with movies made for the commercial 
market. 

Where does a company get its films? 
The sources are many and varied, and 
for the most part, easily accessible. As 
mentioned earlier, they rent, they borrow, 
they buy or they make their own. Seven- 
teen firms indicated that their films were 
available to other managements. The cost 
of renting from a film library ranges from 
$1 to $15, with the average somewhere 
near $5. To purchase a print outright, a 
company spends from $25 up to $150, 
but the price of a short technical film 
seldom exceeds $50, and many can be 
bought for less than $25. In fact, only 
one company reported that it had any 
difficulty obtaining desired motion pic- 
tures. But some were handicapped by lack 
of adequate facilities. Four said their 
space for showing movies left much to 
be desired. 

Companies use films to accomplish two 
main purposes. The first may be described 
as educational in its limited or technical 
sense. Under this classification are 
grouped movies which instruct on safety, 
training, manufacturing methods, indus- 
trial relations, etc. Documentaries, films 
that explain the American system of free 
economy, and even those made to sell a 
company’s products are, of course, broader 
in design, and are shown not only to 
employees but to the public as well. 

And they are effective. ‘‘Excellent,” 
reported 20 companies when asked about 
results. “Seemed to do a lot of good, but 
hard to judge’ was the more cautious 
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reply of five others. Only one manage- 
ment was dissatisfied. To determine the 
effectiveness of a film, managements for 
the most part depend on question-and- 
answer periods (16 firms); only three of 
those surveyed have formalized their 
methods of gauging employee reaction 
through written tests. 

Managements that use the motion pic- 
ture as part of their training program 
believe in frequency. Fourteen companies 
indicated that they have no regular 
schedule but show movies whenever ad- 
visable—and that this is frequently 
throughout the work year. On the other 
hand, three companies have movies once 
a week; two every two weeks; six once 
a month; two every three months; one 
every six months; and at one plant a 
movie is shown every working day during 
lunch period (attendance optional). 


PRODUCTION MANAGEMENT 


Ten to 45 minutes is the average time 
consumed by a company film, although 
there are occasions when a series are 
shown for orientation or other special 
purposes. Usually they are sc heCuled dur- 
ing working hours, especially if they have 
to do with the employee and his job. 
However, nine companies said they ex- 
hibited films at night, especially when they 
were of broad general interest. Two com- 
panies have movies available during the 
lunch period. 

For the most part an employee sees a 
film only once. Two companies however, 
believe in repetition. One of them re- 
quires its people to see each film every 
three years, and the other as often as 
necessary. 

For the Informed Executive (The As- 
sociated Industries of Cleveland) August 
1, 1949, p. 2:3. 


Wage Incentives Can /mprove Quality! 


UALITY need not suffer under pro- 

duction incentive systems. In fact, it 
has been the writer's experience that 
quality usually improves where a carefully 
thought out and well-administered wage 
incentive system is installed. 

Perhaps this conclusion is best sup- 
ported by a review of the major causes of 
scrap and inferior quality and a consider- 
ation of the means for eliminating these 
causes. In the course of this review it will 
readily be seen how a well-planned and 
administered wage incentive system can 
help at many points to bring to the fore- 
ground the problems connected with 
quality maintenance and the need for 
their solution 

1. Materials not to specification 


Gen 


erally under a wage incentive system, the 
specifications for materials used in the 
manufacturing process are very well un- 
derstood by all employees who utilize 
them. Where material is not up to speci- 
fication and, as a result, will cause addi- 
tional machining time or increase the 
possibility of scrap, the employee will be 
the first one to bring this condition to the 
attention of supervision because it will 
vitally affect his earnings. Where a wage 
incentive system is not in operation and 
materials received are in accord with spe- 
cifications, this may not be detected until 
the fabrication process is well under way 
and, in many cases, not until the finished 
article is completed. 

2. Process Sheets. In order to operate 
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under a wage incentive plan, it is vital 
that detailed cost sheets outlining each 
Operation to be performed and the se- 
quence of such operations be compiled and 
released to the time study group as well 
as the production forernen. Where a wage 
incentive system is in operation, care ts 
exerted by timekeepers as well as indi- 
vidual employees to make certain that 
each of the oper’ 5 is followed in 
proper sequence. So tar as the individual 
employee is concerned, he is especially 
critical if a change of processing takes 
place which results in an increase of ma- 
chining time without the corresponding 
adjustment to the labor standard. 

3. Receiving inspection. In order to 
insure minimum scrap and rework costs, 
it is vital that each organization maintain 
a well-organized receiving-inspection pro- 
cedure. Here again, where a wagein- 
centive system is in operation, the em- 
ployee will be very quick to bring to the 
attention of management any material 
defects so that these will not cause deduc- 
tions from his earnings. It is important, 
however, that such defects in materials 
be determined prior to the actual per- 
formance of work on materials in order 
to avoid payment for work on materials 
which are eventually scrapped. This is 
where the inspection department as well 
as the production foremen can be of great 
service to the company. 

1. The use of incorrect or defective 
tools. Where a wage incentive system is 
in operation, and faulty tools are increas- 
ing the time required foz fabrication of 
parts, this condition will in most instan- 
ces be immediately brought to the atten- 
tion of the production foreman by the 
individual employee. However, if the use 
of such tools does not affect the fabrica- 
tion time but does result in inferior 
quality, the problem will generally be de- 
tected only through proper supervision 
and careful process inspection. Quality 
might well be protected here by going to 
some expense for more rigid tooling and 
tool inspection. 

5. Improperly sharpened tools. Since 
full tools are most apt to increase ma- 
chining time, we are more likely to find 
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where a 
is In Operation. 


6. Insufficient Ops.-stonal process in- 


employees using tools 


wage incentive sys 


ipection. Too often in business organ- 
izations we find that the inspection is 
made after the article is finished, despite 
the fact that several individual fabricat- 
ing Operations may have been performed 
prior to completion. 

Where a wage incentive plan is in op- 
eration, arrangements are generally made 
not to pay wage incentives for succeed- 
ing operations where a defect is obvious 
to the employees who perform such suc- 
ceeding operations. However, too often 
such imperfections are not observable 
and, unless sought out by a tratned in- 
spector and inspection equipment, will 
not be determined until the finished prod- 
uct arrives at the final inspection point. 

his is a very important item in connec- 
tion with group incentives and, where a 
group incentive plan is in operation, 
there is a very definite need for opera- 
tional inspection. 

7. Agreed-upon quality standards. A 
very important factor that causes more 
scrap than we realize is the lack of agree- 
ment on quality standards by the en- 
gineering, procurement, production, and 
inspection divisions before actual pro- 
curement or fabrication starts. This not 
only results in scrap losses and produc- 
tion delays, but in many companies has 
also engendered hard feelings among the 
several departments. Where a production 
wage incentive system is in operation, we 
are more apt to find that such standards 
have been previously agreed upon for, in 
order to establish fair wage incentive 
rates, it is first necessary to know the 
specifications on materials, finish, etc. If, 
perchance, under a wage incentive system 
such standards were not predetermined, 
the matter would be rapidly brought to a 
head by the employees themselves, who 
will object strenuously to any changes in 
quality requirements without correspond- 
ing changes in the time standards. 

8. Quality control records. Another 
item which is constantly overlooked and 
is a direct cause of abnormal scrap and 
poor quality is the lack of proper statisti- 
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cal records pertaining to inspection, scrap, 
and rework. Such quality control records 
are a prerequisite of a properly installed 
production wage incentive plan and, 
where such records are in existence and 
analyzed by production management, 
quality will inevitably improve end scrap 
and rework costs decrease. 

9. Incentives for inspection personnel. 
Have we ever stopped to consider that the 
lack of wage incentives for inspection per- 
sonnel might also be a reason for scra 
losses as well as inferior quality? When 
the output of the production worker 
increases through incentive, the inspec- 


tor is required to inspect a larger quantity 
of pieces and must work harder than if 
an incentive plan for production person- 
nel is not in existence. Unless the in- 
spector is also given an incentive for his 
extra effort, he will either become less 


intent in his inspection procedure in order 


to keep up with the pieces made or he 
will let them pile up. In either case the 
company stands to lose because pieces of 
inferior quality will be made for a longer 
period of time without detection. 

By JoserpH C. Miccio, NACA Bulle- 
tin, July, 1949, Section I, p. 1243:11. 


The Responsibility for Stores and Inventory Control— 
A Survey of Current Organizational Practices 


NE of the questions most frequently 
asked in connection with industrial 
Organization is whether the stores depart- 
ment should come under purchasing juris- 
diction. 

There are of course two alternatives to 
such an arrangement—stores can be set 
up as a separate and independent depart- 
ment, or they can be placed under the 
jurisdiction of some other department 
usually the one which is to use the pur- 
chased goods. The question can also be 
broken down into two phases—covering 
(1) the policies of material and inventory 
control, determining quantities to be pur- 
chased and stocked, and (2) the physical 
administration of stores and issues, in- 
duding the accountability for materials. 

Advocates of purchasing control over 
stores point out that the two functions 
are logically related, representing succes- 
sive steps in purchasing decision, procure- 
ment, and handling of the same items. 
They are so closely related, in fact, that 
stores records must be constantly available 


to buyers as a guide to purchasing policies _ 


and action. Inventory and purchasing pol- 
icies must be flexible and they must be 
coordinated so that the flow of materials 
may be adequate to meet the need and, 
equally important, to avoid losses and 
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expense through obsolescence and exces- 
sively slow movement of stocks. The 
exercise of purchasing judgment as to tim- 
ing and forward coverage, market condi- 
tions, and the like, also indicates the 
advisability of a single responsibility for 
supply. 

As a matter of management control, 
accountability for expenditures can be far 
more effective when coupled with account- 
ability for materials up to the time of 
issue and use, including the responsibility 
for current investments in purchased 
goods and their application to the in- 
tended purpose. 

The argument for independent admin- 
istration of stores is most persuasive in 
operations where service and maintenance 
are the dominant factors, rather than pro- 
duction, as in the case of railroad or pub- 
lic utility operations, and when many 
scattered stores locations are involved. 
raising a more complicated administrative 
problem. There is no question but that 
the storekeeper’s function and responsi- 
bility are of major importance. Even 
under such circumstances, however, close 
coordination with purchasing is essential. 

Stores control by departments using the 
materials implies the concept of purchas- 
ing as strictly a service function, subordi- 
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nate to production. While it does make 
for a more comprehensive cost responsi- 
bility within the production departments, 
it tends to negate the responsibility and 
opportunity for savings through proficient 
purchasing and to obscure the materials 
cost factor. 

With cost of materials constituting 50 
per cent or more of total manufactured 
product cost, on the average, there is valid 
reason to segregate this responsibility at 
the policy level so that any conflict in 
relative advantages in purchasing and pro- 
duction economies can be evaluated and 
resolved from an over-all, objective view- 
point of company advantage rather than 
permitting either departmental view to 
prevail, and to retain this separate ac- 
countability up to the point where pur- 
chased materials actually become materials 
in process. Again, thorough coordination 
is essential to good performance. 

The most recent development in man- 
agement thinking on this subject is to 
consider materials control as an inclusive 
function, giving it the full importance 
that it merits, with both the purchasing 
and stores activities included as operating 
details of the broader policy and plan. 
While this is nominally a new idea, and 
introduces a new terminology in the man- 
agement vocabulary, it is really nothing 
more nor less than the broadening execu- 
tive concept of the purchasing responsi- 
bility. In a considerable number of pro- 
gressive companies the chief purchasing 
executive is known by the title of Director 
or Manager of Materials, rather than by 
the traditional titles which emphasize the 
actual purchasing or procurement respon- 
sibilities of his office and thereby tend to 
limit the scope of his full potential con- 
tribution to management. 

A survey recently completed by Puwr- 
chasing magazine, covering 484 repre- 
sentative manufacturing companies, shows 
that the predominant opinion is in favor 
of having the administration of stores 
within the jurisdiction of the purchasing 
department. The question was asked: Is 
the stores department in your company a 
separate department, or under the pur- 
chasing department jurisdiction, or under 
some other department? The replies indi- 
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cate the following: separate department— 
18.2 per cent; under purchasing depart- 
ment—61.2 per cent; under other depart- 
ment—20.6 per cent. 

That the trend is distinctively toward 
stores control and Operation as a part of 
the purchasing responsibility is indicated 
by comparing these findings with a survey 
made some ten years ago by the National 
Association of Purchasing Agents and 
cited in the Association's Handbook of 
Purchasing Policies and Procedures 
(1939). In that study, purchasing de- 
partments were reported as controlling 
stores as follows: Raw material stores— 
40 per cent; maintenance stores—37 per 
cent; production stores—34 per cent. 

In each case, the percentage was some- 
what higher in the case of the smaller 
companies reporting, and lower in the 
larger companies where a more finely 
divided and specialized delegation of au- 
thority typically exists, but in no case was 
the figure greater than 45 per cent. No 
breakdown as to the size of camauiel 
has been made in the current study, but 
the over-all figures show a substantial 
trend toward placing the control of stores 
operations under purchasing department 
supervision and responsibility. 

A great deal of emphasis has been 
placed during the past ten years on the 
subject of inventory control—quantities 
and scheduling—as differentiated from 
the physical operations and administration 
of stores departments. The N.A.P.A. sur- 
vey of 1939 reported that inventory con- 
trol was the exclusive responsib‘lity of 
purchasing in 41 per cent of the com- 
panies and was shared by purchasing and 
some other department in 39 per cent. 
The current survey reveals that 11.4 per 
cent of the companies reporting have es- 
tablished separate departments specifically 
charged with this responsibility. 

Analysis of the replies on inventory 
control responsibility indicates that in 
normal plant operation, the purchasing 
department is the dominant factor, but in 
a considerable number of cases—20.9 per 
cent—the responsibility is shared with 
other departments. This is particularly 
true of raw material inventories, where 
forward buying and stocking is frequently 
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a major policy matter. Greater leeway 1s 
given to production departments in re- 
gard to inventories of fabricated parts and 
components, and to both stores and pro- 
duction departments in respect to mainte- 
nance and operating supplies. 

In the branch plant, the plant manager 
has greater responsibility for inventory 
control, whereas in the general picture 
management executives play a_ relatively 
minor part. This is readily understand- 
able in view of the fact that the actual 
purchasing in many of these cases is done 
by the central purchasing office at the 
main plant, while inventory is an on-the- 
spot problem. It should be noted how- 
ever, that while this situation is generally 
true, the classification of raw material 
stores—-which, as previously noted, in- 
volves considerations of policy as well as 
of immediate production needs—the pur- 
chasing department has the dominant role. 

The survey tabulation covers three in- 
ventory classifications-—raw materials, pur- 


chased fabricated parts and components. 
and maintenance and operating supplies 
Inquiry was also made regarding control 
of finished stores, the inventory of the 
company’s own manufactured products as 
contrasted with purchased items. As 
might have been expected, the purchasing 
department has little concern or responst- 
bility in this category. 

Certain conclusions 
drawn from this study: 

1. The broad function of materials 
control, including both the policy func- 
tion of inventory control and the admin- 
istrative control of physical stores, is pri- 
marily related to the purchasing function, 
along with actual procurement of pur- 
chased items. 

2. The majority of companies place 
stores operations directly within the juris- 
diction of the purchasing department. 

3. The trend is strongly in this direc- 
tion. 

Purchasing. November, 1949, p. 140:3 
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Available Literature on Quality Control in Industry 


ECAUSE of the great surge of interest in quality control as a means of reducing 
costs in industry today, the Business Information Bureau of the Cleveland Public 
Library has devoted the January issue of its bulletin, Business Information Sources, to 
that subject. It contains recent references on what quality control is, why quality control 
is emphasized today, statistical methods of quality control, administration of a statistical 
quality control program, reading lists on the subject published by universities and pro- 
fessional associations and other related matters 
Copies are available from the Business Information Bureau, Cleveland Public 
Library, 325 Superior Avenue, Cleveland 14, Ohio, at 10 cents each to cover mailing 
ind handling charges 


SPRING PRODUCTION CONFERENCE 


The Spring Production Conference of the American Man- 


agement Association will be held on Monday and Tuesday, April 


3-4, 1950. at the Hotel Statler, New York. 
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AINTENANCE cost is an expense 
item, and like all items of expense 
must be kept to a practical minimum for 
economical operation. In many instances, 
however, the determining of this prac- 
tical minimum and how to obtain it, 
presents many difficult problems and re- 
quires the exercise of sound and in- 
formed judgment. The control of mainte- 
nance costs begins in the engineering and 
purchasing of equipment. It is hardly 
necessary to point out that the design and 
engineering of equipment to fit the use 
for which it is intended will have a direct 
effect on maintenance costs. Therefore, 
the first step in controlling maintenance 
costs is the procurement of equipment 
that will be suitable in design and quality 
for the work to be performed. 


In existing installations, a primary con- 


sideration is the type and condition of the 
equipment, and whether the cost of 
maintaining it in operation is excessive 
because it is no longer adequate for the 
work to be performed. However, even the 
best equipment can require excessive 
maintenance if it is abused. Where these 
conditions exist, their elimination may be 
a most effective factor in the control of 
maintenance cost. 

Thinking now in terms of actual equip- 
ment maintenance, we include under this 
two distinct, but closely related activities 

first, preventive maintenance; second, 
emergency repairs. 

Obviously, the more time, effort, and 
money expended in preventive mainte- 
nance, the less time, effort and money 
will be required for emergency repairs. 
One of the larger problems in controlling 
maintenance costs lies in determining the 
most practical effective balance between 
these two kinds of maintenance activities. 

In considering the extent to which pre- 
ventive maintenance is economically justi- 
fied, and will result in an actual cost 
saving, rather than an additional expense, 
such factors as the following must be 
considered: 


1. The direct cost of repair to the equip 
itself after a breakdown. For some 


ment 
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Keeping Maintenance Costs at a Practical Minimum 


equipment this may prove a very consider- 

able expense. 

2. The direct and indirect cost of de- 
fective products which may result if the 
equipment is permitted to get out of ad- 
justment 

3. The loss of production which may 
result from a breakdown of the equipment 

4. The probable duration of the delay or 
delays resulting from a breakdown. 

5. Possible safety hazards to employees, 
the public, etc.. as a result of breakdown 
This brings us.to the subject of mainte- 

nance specifications covering the details 
of the required preventive maintenance 
procedures. These specifications — will 
establish as a matter of record the require- 
ments of the equipment and the pro- 
cedures to be followed; how often the 
equipment is to be inspected; how fre- 
quently it is to be lubricated; and at what 
periods it is to be taken out of production 
for partial or complete overhaul. 

Having determined and specified the 
amount of preventive maintenance re- 
quired and justified for each piece of 
equipment, the next step involved is de- 
veloping an over-all maintenance schedule 
for the entire department, division, or 
company, and establishing suitable 
organization for carrying it out. The 
effectiveness with which maintenance 
work is scheduled will have considerable 
effect on control of maintenance cost. 
Such schedules should be on a long-term 
basis and should provide for staggering 
the inspection, adjustment and overhaul 
of the various pieces of equipment, so 
that the work can be performed by a 
minimum force. They should be detailed 
and specific, but must be flexible enough 
so that they can be changed to meet 
emergencies and unexpected breakdowns 
which may occur even under the most 
effective preventive maintenance program. 
One way to accomplish this is to issue 
daily maintenance schedules based on a 
long-term schedule embodying the 
changes made necessary by the conditions 
just mentioned. 

A question which will arise in con- 
nection with establishing the most effec- 
tive maintenance organization will be the 
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advantages or disadvantages of assigning 
the direction of maintenance work to 
operating supervision, versus the estab- 
lishment of a separate general maintenance 
department which will be responsible for 
all maintenance in the various divisions 
or departments of the organization. 

The best procedure will depend on the 
conditions existing in the individual 
plant. It may be said, however, that in 
general, large plants and organizations 
have found it more advantageous, from 
the standpoints of flexibility and cost, to 
establish a central maintenance depart- 
ment to whom all maintenance personnel 
report. Under this central department, 
maintenance personnel assigned to various 
Operating departments may be included, 
together with central repair gangs which 
_ serve all departments or divisions. 

In many cases, the minimum mainte- 
mance force necessary cannot be de- 
termined entirely by the amount of 
maintenance work required on the equip- 
ment, but the protection necessary in case 
of emergencies must also be considered. 
Determining the hazards which should be 
taken along this line under specific condi- 
tions will require careful consideration of 
the emergencies which may occur, their 
likelihood, and possible consequences. It 
also involves the distribution of work so 
that there will be a minimum of unpro- 
ductive idle time. 

Where practicable the standardization 
of parts and equipment, such as motors, 
shifts, gears, etc., is important so that 
adequate maintenance and emergency pro- 
tection can be afforded with a minimum 
stock of equipment and supplies. It is 
also important to have an adequate but 


not excessive inventory of spare parts 
and supplies, kept in good condition so 
that they can be easily obtained when and 
if required. 

Proper supervision and administration 
of maintenance work is another important 
factor because in many cases this work 
must be performed at various locations 
and is not easily supervised. This means 
that when suitable maintenance _pro- 
cedures have been developed, and the 
proper maintenance force has been estab- 
lished, it is necessary that the performance 
of maintenance work be supervised and 
policed so that the procedures established 
will be carried out properly. This requires 
that suitable and adequate records and 
reports be available. Maintenance specifi- 
cations and equipment records giving the 
pertinent details regarding each piece of 
equipment, and the spare parts carried in 
connection with it, are also necessary. 
Reports of day-to-day operation, such as 
force reports, daily maintenance sched- 
ules, and reports of work completed are 
likewise essential. Similarly, cost reports 
are required which show the maintenance 
cost in dollars, preferably allocated to the 
various pieces of equipment, divisions, 
departments, etc. 

In this connection budgetary controls, 
if properly applied and administered, and 
kept up to date, are invaluable in con- 
trolling maintenance costs. Another factor 
which can be helpful in attaining low 
maintenance costs is the stimulus for 
effective work provided by suitable 
maintenance incentive applications, where 
such applications are feasible. 

From an address by Howarp BisHoP 
before The American Society of Mechan- 
ical Engineers. 


@ Our constant advance as a nation is due to our ability to increase our productivity, 


our output per man-hour of work 


We have stepped this up from an average 27 cents’ 


worth of goods and services turned out in an hour's work in 1850 to $1.15 in 1940 


and to an expected $1.61 or more in 1960. 
the machine for human sweat and animal power 


We have done this mostly by substituting 
By 1960 we shall be using 100 


times as much mechanical energy per man-hour of work as we did in 1850 
Management Information (Elliott Service Company) 
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MARKETING MANAGEMENT 


An Evaluation of Business-Sponsored Teaching Aids 


M‘*” companies and trade associa- 
sions spend substantial sums of 
money every year on teaching aids which 
are distributed free or at nominal cost 
throughout the nation’s schools. How 
well are these investments serving thcir 
ae in terms of industry's public re- 
ations and educator's needs and prefer- 
ences? Recently, an extensive survey was 
conducted to determine the characteristic 
viewpoints of business representatives, 
classroom teachers and school admin‘stra- 
tors on current practices in the produc- 
tion, distribution, uses, and evaluation of 
business-sponsored teaching aids. The re- 
sults, based on responses from 88 busi- 
ness firms and 626 teachers and s-hool 
administrators, are summarized here. 

Nature and purposes of teaching aids. 
Teaching materials sponsored by business 
take a variety of forms. However, book- 
lets, leaflets, and charts, in that order, are 
most frequently used. 

Educators and business representatives 
agree that the purpose of business organi- 
zations in providing free teaching mate- 
rials is to serve the needs of teachers and 
students as best they can within the limits 
of their own objective—which is the im- 
mediate or eventual sale of goods or 
services. Approximately half the organi- 
zations represented in this study believe 
their motive could be more simply ex- 
pressed as that of fostering good will. 

The vast majority of teachers and school 
administrators prefer a minimum of ad- 
vertising in materials distributed for use 
in schools, and suggested that advertising 
be limited to the name of the sponsoring 
organization. More than six in every 10 
sponsors agteed that the only advertising 
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in free teaching aids should be the spon- 
name. 

Preparation and production. Forty-six 
of the 88 business firms represented in 
this study have public relations depart- 
ments separate from advertising depart- 
ments, yet. 50 of them look lacg-ly to 
their advertising departments for the 
preparation of their teaching aids. Thir- 
teen firms prepare the materials independ- 
ently of the advertising department. 
Twenty have school service divisions in 
the public relations department rather 
than in the advertising department. Five 
have completely independent education 
departments. 

Of 70 firms reporting, 50 indicate that 
their employees engaged in preparation 
and production of teaching -nateria!s are 
trained or experienced as teachers. Forty- 
seven of the 88 business organizations 
also employ educators as consultants, a 
practice which is favored by the vast 
majority of the 626 educators represented 
in this study. 

Business ranked the ten characteristics 
of a good teaching aid as follows: read- 
able, factual, illustrated, current, colorful, 
experimentally tested, graded, docu- 
mented, educator-edited, and expensive 
Educators ranked the characteristics in the 
same order except that they placed “‘illus- 
trated’’ ahead of ‘‘factual’’ and “‘educator- 
edited” ahead of ‘documented’. 


Educators prefer materials that are pre- 
pared for specific grade levels. Twenty- 
one sponsors prepare their teaching aids 
for particular grade or age levels. Twen- 
ty-six prepare them for divisional levels, 
such as elementary, intermediate, and so 


on. Other sponsors prepare general mate- 
rial and leave grading to the teacher. 

Availability and distribution. There is 
a “wealth” of free teaching materials 
available, but many teachers have only a 
vague notion where they are and how to 
get them. Business calls attention to the 
availability of free teaching aids mainly 
through listings in various guides, cou- 
pons in magazines, exhibits at teachers 
conventions, and unsolicited copies for 
examination. Despite the assumption of 
many sponsors to the contrary, educators 
generally have no objection to receiving 
unsolicited sample copies of teaching aids. 

In the majority of school systems, the 
classroom teacher decides which spon- 
sored materials are to be requested. It is 
not necessary that sponsored materials be 
introduced to teachers only through school 
administrators, though teachers and school 
administrators are generally agreed that 
the principal and teacher should concur 
on materials to be used. 

The 88 sponsors represented in this 
Study average, together, approximately 
75,000 requests for materials per week, 
or nearly 4,000,000 requests a year. 


Sixty per cent of the educators some- 
times order material without knowing 
whether it will be useful.. Sponsors take 
such measures as they can to limit waste- 


ful distribution. To minimize the dis- 
advantages of “blind” ordering, 50 of 
88 sponsors issue descriptive lists of their 
teaching aids. Approximately half the 
business firms and associations represented 
in this study place small charges on some 
of their material to restrict distribution 
By and large, however, educators feel 
that, if business is to make aids available, 
it should do so on a no-charge basis. 

More than half of the sponsors would 
like to increase their activities in the field 
of sponsored teaching materials, and edu- 
cators would like to see them do so. The 
vast majority of educators are pleased 
with and grateful for sponsored mate- 
rials. 

Utilization of teaching materials. All 
but one of the 626 schools represented in 
this study use business-sponsored teaching 
aids to some extent. One in every four 


uses them regularly. Ninety-three per 
cent use them regularly or occasionaily. 
Teachers generally are more enthusiastic 
about sponsored materials than are school 
idministrators. 

The types of teaching aids which most 
appeal to educators are in general those 
most used by business. Games and comic 
books have least appeal for educators and 
are the types least used by sponsors. The 
three types most preferred by educators 
are motion pictures, slidefilms, and book- 
lets. The three types most used by educa- 
tors are booklets, motion pictures and 
charts. 

Students in colleges and in senior high 
schools, in that order, are the most im- 
portant users of sponsored aids, in the 
opinion of most sponsors. Sponsored aids 
are more popular in senior high schools 
than in colleges, according to business. 
Nearly 50 per cent of all educators repre- 
sented believe that pupils at junior high 
school level are more responsive to the 
use of business-sponsored teaching aids 
than are pupils at any other grade level. 

Evaluation of sponsored materials. A 
majority of educators had critically ex- 
amined free teaching materials, and 83 
per cent of all educators surveyed stated 
that the content of sponsored material is 
generally reliable. Nearly 14 per cent 
believe that some sponsored material is 
only partly reliable. Less than 1 per cent 
consider the content generally unreliable. 


Most sponsors reported that they have 
no way of checking the use to which their 
materials are put once they have been sent 
out. Thirty-one sponsors have representa- 
tives who attend teachers’ conventions. 
Twenty-six have representatives who visit 
schools. Fifteen make periodic inquiries 
by mail regarding use of their materials. 
Educators stated that the best way for 
business to learn the usefulness of its 
materials is to have representatives visit 
the schools. Second most frequently 
recommended procedure is that business 
make inquiries by mail—sending brief, 
easy-to-execute report forms. 

Assoc iation-sponsored, institutional-type 
teaching aids representing an entire in- 
dustry are favored by 51.3 ,@r cent of 
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educators when given a choice between 
that type and the type sponsored by the 
individual companies. The latter type was 
preferred by 53.7 per cent of the edu- 
cators. 

To keep sponsored materials current, 
67 of 88 sponsors revise and reissue their 
aids fairly often. Thirty-nine sponsors re- 
ported that they abandon old material 
and produce new. Most sponsors revise 
the statistical data in their teaching aids 
as frequently as possible—usually every 
two years on the average. 

Seventy of the 88 sponsors measure the 
success of their sponsored aids largely on 
the basis of the quantities of materials 
distributed to schools and the kind of 
letters they receive from teachers. Five 
have the effectiveness of their program 
and materials evaluated by a research 
agency. Six stated that their yardstick is 
sales. 

Of 28 terms commonly employed by 
educators in explaining why aids pro- 
duced by specified sponsors are best, the 
3ix most frequently used were, in order: 
colorful, advertising minimized, interest- 
ing, usable for teaching needs, authentic 
or reliable, and illustrated profusely. 

Conclusions. As a result of preliminary 
conferences, the writer has reached this 
tentative conclusion: Regardless of how 
much gratitude is shown by one group 
for the other's interest in the matter of 
sponsored aids, there seems to be a basic 
weakness in the relationship between edu- 
cators and business. It appears that edu- 


Premiums as 


AST year, U. S. advertisers poured out 
¥ a billion-dollar flood of appliances, 
dishes, toys and assorted gadgets—all as 
added lures to get consumers to buy their 
particular brands. Now, with the compe- 
tition for the housewife’s dollar even 
sharper, the value of premiums handed 
out may well hit a new high. The climate 
is certainly right: Gift merchandise, prac- 
tically non-existent during the war and 
scarce after it, is now back in good sup- 
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cators do not adequately appreciate the 
problems of business in producing spon- 
sored materials, and that business does 
not sufficiently understand the aims, meth- 
ods, and needs of education. 

According to educators, sponsors should 
visit schools as often as possible; should 
study textbooks and make sponsored mate- 
rials truly supplementary for specific 
grades or courses; and should produce 
materials not only for upper grades and 
high school, which is most commonly 
done, but also for the early grades. Many 
sponsored aids are too complex for the 
busy teacher to figure out. Educators sug- 
gest that sponsored aids be simple, easy 
to use, and standardized as to size and 
shape for filing. 

Because of the efforts of many progres- 
sive sponsors, teaching aids generally 
have achieved respectability. On the other 
hand, some business firms—proceeding 
without due regard for the aims, methods, 
and needs of education—have produced 
materials that reflect unfavorably on spon- 
sorship as a whole, detract from the good 
intentions of the more enlightened spon- 
sors, and serve to perpetuate some of the 
suspicion with which, a decade ago, edu- 
cators viewed almost all materials supplied 
by business. 

From A Report About Business-Spon- 
sored Teaching Aids. By Thomas J. Sin- ~ 
clair. (F. A. Owen Publishing Company, 
Dansville, New York, 113 pages. Single 
copies free to business houses and adver- 
tising agencies. ) 


Sales Builders 


ply; and the budget-conscious housewife 
is not only shopping for quality at a price, 
but also for all the extras she can get. 
A premium can be as prosaic as a 
kitchen knife, as decorative as a reproduc- 
tion of an old master, as zany as a 
child's ring with self-launching jet plane 
It can be used at almost all levels of U. S. 
business. Manufacturers give them to 
their own salesmen, to their jobbers’ sales- 
men, to retailers and to the ultimate con- 


sumer; om a different level, jobbers use 
them to stimulate retailers; and retailers 
themselves may run private deals -either 
merchandise or trading stamps—for their 
customers. 

On the consumer level, premiums get 
their biggest play in the quick-turnover, 
savagely competitive packaged goods 
field. But they have also been used suc- 
cessfully in pushing heavy durable goods. 
One of the few heavily advertised areas 
in which they have not worked is pro- 
prietary remedies, probably because peo- 
ple buy a cold tablet or headache pill 
when they need it and then in hopes of a 
cure rather than for a bonus of a wash- 
cloth. 

Women, who respond to offers of utili- 
tarian houschold items and glamorous or 
Sentimental trifles for personal adorn- 
ment, are excellent targets for premiums. 
Just as important are children, who can 
be fanned into such a white heat for a 
fovelty that they will drive their mothers 
into stores to buy the product giving it 
away. Men seem relatively immune. 

Like contests, premiums are first and 
foremost a hypodermic for lagging sales. 
In some respects they are preferable to 
the more spectacular-sounding prize con- 
tests because, for one thing, the advertiser 
‘avoids the inevitable ill-will harbored by 
Many contest losers. But premiums also 
have disadvantages. In most cases, they 
have to be stopped as well as started; the 
Sponsor of the coupon-saving sort of 
pr mium may build up an unwieldy equity 
in unredeemed coupons; or he may be 
stuck with a warehouse full of duds if the 
Offer fails to pull. 

Another big but avoidable danger in 
premiums is putting too much faith in 
their power. No premium alone can halt 
a consistently declining sales curve—th« 
product itself must be intrinsically worth 
its price. And premiums must be worth 
the consumer's effort. The force 
must be able to enthuse dealers, so they 
will stock an item heavily and give the 
offer prominent display. Perhaps most 
important of all—the company must be 
willing to advertise the premium offer 
extensively 


sales 
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Premium operations fall into three 
slots: the traditional coupon-catalog; the 
self-liquidating or box-top-and-coin; and 
the direct, where the premium is part and 
parcel of the item purchased. 

Of these, the oldest is the coupon- 
catalog, where a manufacturer prints on 
his wrappers a coupon redeemable for 
premiums listed in a catalog. The big 
advantage of the plan is that it not only 
attracts new customers but holds them, 
since they must keep on buying the 
manufacturer's products to reap a reward. 

An obvious handicap of the scheme 
is that housewives may weary of saving 
enough coupons. One solution is to allow 
housewives to plunk down a cash pay- 
ment toward merchandise. Another is to 
get makers of other, non-competitive 
products to participate in the plan, thus 
making the coupons available from a 
variety of products. 

Far and away more spectacular than 
the coupon plan, is the self-liquidating 
offer, which requires proof-of-purchase 
(box-tops, wrappers, can bands, etc.) 
plus coins. This is the most widely used 
type of premium today. The reasons: 
its flexibility—offers can be easily started 
and just as easily dropped; its economics 

tthe coins usually cover the cost of the 
product and mailing, leaving the adver- 
tiser to foot only overhead expenses such 
as media and sales. 

Since the advertiser buys premiums in 
huge lots and sells them at wholesale 
cost, he can get and give good value. 
One rule of thumb on cost is that pre- 
miums should be worth three to four 
times what the customer pays. Like every- 
thing else, inflation has hit the field. 
Before the war, the dime was the big 
coin in box-top finance. Today the quarter 
is king and fifty-cent and dollar items 
are anything but rare. 

The self-liquidator is a versatile instru- 
ment. It can be used to introduce a new 
product or to bolster an old; to pep up 
advertising or to needle a lethargic sales 
force; to widen distribution, better rela- 
tions with dealers, boost off-season sales, 
clear stock off shelves and, highly impor- 
tant, to get the jump on competition. 
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First problem is to pick the premium. 
The ideal self-liquidator is rugged enough 
to hold up in the mails and 1s irresistible 
in appeal to its audience. That's a tall 
order. Some experts insist a premium 
should never be available in a retail store; 
others agree that the plain old kitchen 
knife is sure-fire. But on one point all 
agree. A premium which is in_ itself 
basically unfamiliar is taboo. An adver- 
tiser who makes that error has to sell two 
products, his own and the bonus. 

Some companies have developed corpo- 
rate characters well-enough known and 
liked that replicas can be marketed as 
premiums. One big advantage here, of 
course, is that the product gets as much 
play in the promotion as the premium 
itself. Quaker Oats, over a year ago, for 


instance, introduced an Aunt Jemima 
syrup pitcher. A vinyl Aunt Jemima doll 
(to be stuffed with rags) was also a big 
hit. 

Fastest-acting of all premiums is a third 
type, the direct, which is distributed with 
a purchase. It may come attached to a 
package, enclosed in it, or be passed out 
by the retailer. In any case, the manu- 
facturer bears the brunt of the premium 
costs. Direct premiums can also take the 
form of combination sales, in which two 
items (say a shaving soap and razor) are 
offered at a bargain price. Another varia- 
tion is the purchase option, where, for 
instance, a coffee purchase gives the cus- 
tomer a chance to buy a coffee-maker at 
a special low price. 

Tide, September 9, 1949, p. 33:8. 


Variety Chains in New Stage of Development 


HE variety store chains (some of which are still commonly known as the “five 
and ten,’ despite higher-bracket pricés) are now entering a new phase in their 


development 


This new development stage will widen their area of competition with the big 


department-store and mail-order companies. Already the variety stores have cut sharply 
into the department-stores’ first-floor sales of notions and miscellaneous type merchandise. 

The chains’ new programs include: (1) Development of the supermarket type of 
junior department stores in faster-growing population areas; (2) greater emphasis on 
“service” and comfort for customers; (3) widening of the range of goods offered for 
sale, and further expansion into higher-priced lines; and (4) abandonment of smaller 
stores in areas where growth prospects appear limited. 

The new stores are stressing comfort and service—the traditional sales appeal 
offered by the department-store—in addition to price appeal. Air-conditioning, fluor- 
escent lighting, streamlined shopping floors, modernized display methods, rest-rooms 
are being provided. In addition, items up to $15 in price are being offered—on a 
limited scale so far. 

The chains are also seeking to stimulate demand for the new lines by offering 
special service facilities. Under a “Lay-Away Plan,” for instance, a customer, by making 
a small down-payment, may have a desired higher-price article reserved, and obtain 
the article later after payment by instalments. In addition, free delivery is being offered 
at some stores on purchases totaling over $12 or $13. 

—Hereert Murpuy in Barron's 


AMA MARKETING CONFERENCE 


A Conference of the Marketing Division of the American 
Management Association will be held on Thursday and Friday, 
March 16 and 17, 1950, at the Hotel Statler, New York City. 
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A Comprehensive Training Plan for Sales Personnel 


ECOGNIZING the fact that conditions in the selling field have changed and that 

sales depend upon new and aggressive merchandising methods, A & M Karag- 
heusian, Inc., has set up a new sales training plan. ‘‘Paid while learning” at the rate 
of $2,700 a year, new salesmen candidates participate in the following program inaugu- 
rated by the manufacturers of Gulistan Carpets 

1. Production. Trainees take a three-week course at the mills, during which time 
they work at the machines in overalls under the direction of experienced operators 

2. Distribution. The trainee is then assigned to a distributor's office to learn the 
relationship between manufacturer and distributor. 

3. Retail Point of View. Trainees observe relationship between wholesaler and 
retailer by accompanying the distributor salesman 

4. Actual Selling. On the sales floor in a large department store, the trainee 
learns the consumer's point of vicw 

5. Mechanical. Two weeks are spent with a large carpet decorator. By measuring 
floors and assisting in the laying of carpets, the trainee becomes familiar with the 
problems of installation. By spending several days with a troubleshooter he also learns 
to evaluate complaints 

6. Departmental Setup. Time is spent by the trainee in such departments as 
advertising, styling, contract, order and statistical. In the manufacturers’ showrooms he 
begins to meet buyers, develop confidence and poise. 

7. Field Trips. The trainee accompanies salesmen on field trips. Contact with 
retailers familiarizes him with their problems. 

8. Theory. Reference books on advertising and selling are available to the trainee. 
His solutions to situations, presented are discussed in open groups. 

9. Assignment. Finally, the trainee, with the title of junior salesman, is sent to a 
company branch office. He remains there until an opening occurs in a position of 
advanced responsibility for which he is qualified 

10. Refresher Courses for Advanced Salesmen. Contemplated for the older sales- 
men at intervals is a condensed course, including trips to the mill, etc. 

National Sales scutives Digest, Vol. 1, Na 


How Well Does Advertising Do Its Job? 


DVERTISING reaches and is read with interest by the wage earner families of 

this country, according to a recent survey of McFadden Publications’ panel of rep- 
resentative wage carners throughout the United States. More than 90 per cent of wage 
earners and their wives say they look at ads in both magazines and newspapers. Radio 
commercials catch the ear of 93.6 per cent of the men, 87.8 per cent of the wives 
They count on advertising for helpful suggestions, new ideas, information, news of 
new products and price information. Nine out of ten state that advertising generally 
gives them information which they want. Almost all of them at times look in the 
stores for something which they have seen advertised, and more than half of them say 
that they frequently do so. Advertised products are more dependable and of better 
quality as a rule, in their opinion 

They would not want advertising removed from the various media, and particularly 
not from magazines and newspapers. They state that advertising in the magazines 
gives them the best information; newspapers rank next. 
But criticisms of advertising do exist. Asked whether there were any types of 
advertising they objected to, 47.7 per cent of the wives said yes. More than a third 
of these object to many of the types of products which are advertised. Equally as 
many object to singing commercials. Advertisers may be shocked to know that nearly 
10 per cent of all the wives surveyed think that their advertising is boring because it is 
repetitious. They would welcome new and interesting ideas; and better than one in 12 
feel that there is too much misrepresentation in advertising today. 

Further, more than half the husbands and wives feel that advertising adds to the 
cost of the product. This attitude is perhaps indicative of the degree to which business 
has failed to sell itself and its methods to the public at large 
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A Sales Compensation Plan to Stimulate 
Sales of Profitable Products 


| ae as we place foremen, department 
heads, and individuals on incentives 
for “beating” the budget or standard, so 
should we place the salesmen on an in- 
centive which will accomplish the most 
for himself and the company. A success- 
ful salesman, from the individual stand- 
point, is one who makes the most in 
commissions. However, from the com- 
pany standpoint, a successful salesman is 
one who sells the most plant capacity in 
terms of sales which net the most in gross 
profit per sales dollar. It is obvious that 
the sales compensation plan must be coor- 
dinated with these two factors if it is to 
be successful in operation. Let us examine 
the ordinary sales compensation plan in 
force today, then compare it with a sales 
compensation plan geared to accomplish 
these objectives. 

The XYZ Company makes three classi- 
fications of products known as Products 
A, B, and C. As indicated below, a 
straight 10 per cent commission on sales 
value of items sold is paid in each case. 
We might have results such as are indi- 
‘ated in Table 1. 

In analyzing this type of operation it is 
easy to understand why Product A sold 
so many units. First, there is no special 
incentive for the salesman to sell Products 


B or C as the commission rate is the same 


for all three products and, second, Product 
A is priced at a low gross profit, cither 
because of competition or because it is a 
marginal item which must be carried so 
that the line is complete. It may also be 
an easier item to sell than the other items. 
However, it is a low profit producer and 
does not contribute much toward keeping 
a plant working at or near capacity. 

Let us change our remuneration plan 
for the salesman—without changing sales 
dollars—so that emphasis is placed on 
gross profit dollars, production hours, and 
higher commissions. Instead of paying a 
straight 10 per cent sales commission on 
the sales dollar, the plan may be ad- 
justed so that attention is directed to the 
products which are most desirable to sell 
from a gross profit and capacity stand- 
point, with an additional premium for 
volume on items selected for these pur- 
poses. In this case, Product A is a mar- 
ginal product necessary only to round out 
the line and some sales will be made 
without any sales effort. The commission 
on this item may well be reduced from 
10 per cent to 5 per cent. Product B is 
highly desirable because it produces the 
most gross profit and makes more work 
for the plant. The commission on this 
may be increased from 10 per cent to 12 
per cent for the first 25,000 units sold, 


Product 


A B Total 
Units sold 50M 20M 15M 
Price $4 $8.30 $6 
Sales $200,000 $166,000 $90,000 $456,000 
Cost of sales at standard 150,000 96.000 54.000 $300,000 
Gross profit 
Amount $ 50,000 $ 70,000 $36,000 $156,000 
Rate 25% 42% 40% 
Unit $1 $3.50 $2.40 
Commissions 
Amount $ 20,000 $ 16,600 $ 9,000 $ 45,600 
Rate 10% 10% 10% 
Gross profit after commissions $ 30,000 $ 53,400 $27,000 $110,400 
Unit hours A 1.3 8 
Total hours 20M 26M 12M 58M 
Table 1 
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Table 2 


Units sold 
Price 
Sales 
Cost of sales at standard 
Gross profit 

Amount 

Rate 

Unit 
Commissions 

Amount 

Rate 


Gross profit after commissions 
Capacity utilized 


Unit hours 
Total hours 


$17,400 


8.7M 


Product 
B 
30M 
$8.30 
$249,000 
144,000 


Cc Total 
20M 
$6 
$120,000 

72,000 


$456,000 
281,250 


$ 48,000 $174,750 
40% 


$2.40 


$105,000 
42% 
$3.50 
$ 31,125 $ 15,000 $ 50,475 
12% & 15% 12% & 14% 


$ 73,875 $ 33,000 $124,275 


8 


30M 16M 63.7M 


Table 3 


Original plan 
100.0% 
65.8 


$456,000 
300,000 


Sales 

Cost of sales 

Gross profit before com- 
missions 

Commissions 

Gross profit after com- 
missions 


$156,000 
45.600 


$110,400 


Plant Capacity Sold 


and for all sales over 25,000 units a 15 
*f cent commission may be paid. Product 
is close to the same class as Product B 
but not quite as good. However, the basic 
commission should be adjusted upward 
to 12 per cent for the first 15,000 units 
and 14 for all sales over this quantity. 
With such a plan as this in effect and 
total sales dollar volume remaining un- 
changed at $456,000, our unit sales might 
be changed as indicated in Table 2 above. 
A comparative profit and loss statement 
drawn from the above figures for the 


58,000 Hours 


Per cent 
Revised plan increase 
$456,000 100.0% 
281,250 


12.0% 
11. 


$174,750 
50.475 


34.2% 
10.0 


$124,275 11.3% 


63,700 Hours 11% 


original and revised plans clearly shows 
the effect of the change—see Table 3. 

Careful analysis reveals that gross 
profits have increased 11.3 per cent over 
the previous gross profit, an increase 
equal to approximately 3 per cent of sales 
dollars and effecting a like increase in net 
profit before federal income taxes. Also, 
commissions paid have increased 11 per 
cent and plant capacity or total hours of 
production increased a like amount. 

By K. R. Rickey. NACA Bulletin. De- 
cember, 1949, Part I, p. 444:3. 


@ IT IS ESTIMATED THAT IN 1948, $4,800,000,000 was spent on all forms of 
advertising in thts country—or about $30 for every man, woman and ch‘l 1. Nevertheless, 
this represented only 1.8 per cent of our gross national income and about 1 per cent 
of the total national volume of all sales transactions. Nine firms spent more than 
$10,000,000 and 125 companies more than $1,000,000 each. But a major part of the 
expenditure was made by the many smaller advertisers—retail stores, specialty shops, 
realtors, auto dealers, the rest of the 3,000,000 business enterprises, and even by 


individuals. 


Advertising News Letter (U. S. Chamber of Commerce) 12/49 
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| 
2134M 
$4 
: $87,000 
62,250 
$21,750 
25% 
$1 : 
$ 4,350 
5% 
11.1 
24.2% 
| 
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Organizational Role of the ‘‘Market Manager”’ 


THE old concept of a marketing organization was one headed up by a sales manager 
—a hearty, hale fellow well-met of the back-slapping school—who was supposed to 
§0 out and sell whatever engineering designed and manufacturing made, pretty much 
without regard to the market or the customer's needs or wants. His role in product 
planning and market determination was a confusing and ill-defined onc, to say the least. 
But a new concept of market management is emerging which will do a far better 
job of harnessing the manpower in your organization to meet today's sales problems. 
Organizationally, it is set up as follows: 

1. All marketing functions are gathered under one head. 

2. The boss-marketing man is the Marketing Manager, a top executive who is 
fundamentally a planner rather than the back-slapping sales manager of prewar vintage. 

3. No longer is product planning left to the engineers. Product planning under 
this scheme is the marketing man’s job. This area, formerly undefined as between 
Engineering, Manufacturing and Marketing, is now very carefully mapped out and the 
responsibility clearly established. 

4. The Marketing Manager sets the production schedules. In the old days manu- 
facturing made what it thought the market would take, and the Sales Manager was 
supposed to sell it. Sometimes he didn’t, and the company was left holding the bag 
with too many parts or too much finished goods. Finished Goods Inventories are, there- 
fore, definitely the responsibility of the Marketing department. 

5. Market research is under the Marketing Manager, as well as Advertising and 
Merchandising. 

6. The Sales Manager reports direct to the Marketing Manager. There is no 
conflict here. The Sales Manager runs the field organization. 

7. Product Service and Order Handling and Service, likewise, come under the 
Marketing Manager. 

8. The Marketing Manager sets the sales budget. Great emphasis is placed on 
the ability of the Marketing department to plan in advance each year's operation. 

You may well say that the charter for the Marketing Manager just about gives 
him 75 per cent of the management of the business. Well—you are correct. If selling 
isn't the most important thing in the business today, what is? 


-From an address by Harold G. Cutright before the 
New York Industrial Advertisers Association. 


Tips for Trimming Your Shipping Costs 


grpy each packaging problem to insure putting the maximum of material into 

minimum space . . . Consider shipping your product partially disassembled if this 
will reduce the size of the package . . . Engineer all packing cases, crates and boxes 
to utilize a minimum of material and labor consistent with adequate protection . . . 
Ship palletized loads where possible . . . Where containers must be Peet right side 
up, don't rely on stencilled signs—design the box so it will not stand on its top... 
Standardize containers as far as possible and use machine-made shooks. They are 
cheaper than individually made boxes . . . Attach uncrating instructions to the out- 
side of the box, clearly marked, and in a place where they will not be torn off. It's 
no use putting them inside where they can't be found until after the damage has been 
done . . . Finely finished parts require special protection against corrosion in transit. 
Make sure that wrapping paper is acid-free and that packages are sealed against mois- 
ture. Or try a vapor-type inhibitor, or moisture-absorbent chemicals. 

Study truck routes tarefully with due regard for low bridges, weight-restricted 
roads and bridges, and other road hazards . . . With extremely large items whose 
bulk may necessitate a complicated and roundabout shipping route, consider doing final 
assembly at the customer's plant . . . 

Consider climatic conditions through which package must pass and prepare accord- 
ingly. Export packages require greater protection than domestic . . . Indicate sling 

ositions, or provide suitable hooks or eyebolts . . . Brace contents against sides of 
om to prevent shifting, but be sure the supports are against solid material that is 
not easily bent or broken . . . Mark consignee’s name and address clearly and indel- 
ibly, and don't forget the purchase order number and number of packages. : 
American Machinist 10/6/49 ¢ 


‘ 
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Tough Sledding Ahead in Foreign Trade 


HE men who are trying to open more foreign markets for U. S. business men are 

fighting a losing battle. Every time State Department experts hack through one trade 
wall, they find a maze of others. In the coming months, American exporters will find 
it harder than ever to sell their goods in the world’s lush but tightly chaperoned 
markets. 
Says one official: “They'll bump up against more red tape, more restrictions against 
American goods, and even higher tariffs on imports from the U. S.” 

Seventy-seven of the world’s 85 principal trading countries tell their merchants how 
much trading they can do with other nations. They do this by two methods: The 
governments require import licenses, which means their business men must get official 
permission to bring goods into their own country. Or the governments control foreign 
exchange. This means a foreigner who wants to buy goods in the U. S. must ask his 
government to change his currency into dollars. European, Latin American, and Asiatic 
governments are busy tightening these controls and adding new ones. 

“They're still running short of dollars,” explains one trade expert. “The shorter 
they get, the tighter they make restrictions on goods from America.” Officials here 
expect a new dollar pinch in foreign countries if U. S. aid declines. 

Many new barriers to U. S. exporters announced in 1949 by foreign nations are 
now in effect. 

Of the new foreign restrictions on trade, U. S. experts fear most the “barter-type’ 
agreements which have sprung up like mushrooms in the past year. These barter trade 
arrangements are usually between two countries. Each nation pledges preferred treat- 
ment to some goods the other wants to sell. Each promises to take a certain amount of 
the other's commodities or manufactures. Both guarantee to issue export licenses and 
the foreign currency necessary for the trade. Goods from other countries, such as the 
U. S., are admitted only if one treaty member doesn’t supply as much of a particular 
item as the other member country wants. 

“That's a much more effective barrier to U. S. exports than tariffs ever were,’ 
says one U. S. analyst. He explains that an American exporter would have little chance 
to sell similar wares to these countries while this swapping agreement is in effect. An 
Austrian, for instance, who wanted to buy cotton from the U. S. might be told he'd 


have to buy from India 
—The Wall Street Journal 10/31/49 


Discount Battle 


IGH on department-store executives’ list of pet hates is the manufacturer who used 

to grant a discount for paying bills promptly—and doesn't any more. 

Cash discounts flourished back in the days before the war. Then the manufacturers 
got into the driver's seat, and one by one, began to cut back cash discounts and pocket 
the difference as a little extra margin 

Recently the National Retail Dry Goods Association published its second annual 
The results show that in many lines merchants are still a long way 


discount survey 
from the prewar discount structure 

Here are some of the departments that have suffered most from the loss of cash 
discounts since 1939 (N.R.D.G.A. calculated the discounts as a percentage of the pur- 
chases by cach department) 

Silks, velvets, and synthetics. In 1939, discounts amounted to 6.86 per cent of 
purchases; now they're 2.35 per cent 

Woolen dress goods: Prewar discount was 2.8 per cent; discount now is 0.78 
per cent 

Women's hosiery: From 1.68 per cent prewar, to 0.15 per cent now. 

Men's clothing: Prewar discount, 5.38 per cent, current rate, 1.96 per cent. 

Men's and boys’ shoes: From 4.19 per cent to 2.6 per cent. 

In a few cases, however, today’s discounts are higher than they were in 1989. For 
example, the discount on women’s and children’s gloves jumped from 2.96 per cent t 
3.86 per cent. Three other categories—rugs and carpeting, oriental rugs, and linoleum 
——have had discount increases since 1939 ranging from 0.08 per cent to 0.30 per cent 

These figures, of course, don't mean that all manufacturers of a certain product 
offer it to department stores on the same discount terms. N.R.D.G.A.'s figures represent 
the average discount granted by manufacturers. Actually, discounts on one particular 
line, say, blankets, range from zero to 10 per cent with varving periods of time to pay 

—Business Week 8/13/49 
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1. Put your salesmen on the lookout 
for new uses. A salesman sold a Johnson 
wax polisher to a rancher for use in 
grooming saddle horses. Publicity in the 
Johnson house organ told other salesmen 
about the new use. 

2. Make your market bi-sexual. If 
users have in the past been only men or 
women, try selling to the opposite sex. 
Van Camp Sea Food Co. found out that 
its advertising, directed entirely at women, 
had the fair sex sold on its canned tuna 
fish. But the fact that most men were not 
interested restricted the breadth of the 
market. Since 1947 the company has been 
advertising to friend husband, because 
men are doing an increasing share of the 
family’s food buying. 

3. Add a miniature package—suitable 
for carrying in a purse or small suitcase 
when travelling. Example of a good seller 
in this class is the miniature Kleenex 
pack brought out by International Cellu- 
cotton Products Co. 

4. Add seasonal items—in order to fill 
in the low spots in your present sales 
curve. Philco Corp. purchased the Con- 
servador refrigerator from Fairbanks, 
Morse & Co. in 1939 for this purpose. 
Philco’s radio business took a header 
every summer, so it added an electric 
refrigerator line. Result—a broadening 
of the market to a year-round basis. 

5. Go after the big-family audience. 
Large families consume more as a whole 
and individually. The C. F. Mueller Co.., 
macaroni, checked its mail response to 
various time schedules on the radio in 
order to locate the time when women with 
big families were listening. It turned out 
to be around noon, before they went out 
to shop and after the housework was 
done. So Mueller settled on a 12:15 
newscast. 

6. Modify the product to agree with 
regional buying preferences. General 
Foods couldn't sell Maxwell House coffee 
in New Orleans. In order to crack that 


market, G-F had to absorb a local outfit 
and distribute its blend (high in chicory) 
in that market. 
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20 Ways to Broaden Your Market 


7. Modify the promotion to agree 
with local traditions. A New England 
clock maker couldn't sell its Yankee 
model alarm clock south of the Mason- 
Dixon line. When the name was changed 
to Dixie Bell, it started moving. 

8. Develop seasonal models—one for 
winter, one for spring, one for summer, 
etc. Clothing manufacturers are in the 
lead here. Men's suits have been built 
into highly seasonal items, yet men wore 
the same weight suit year-round until 
quite recently. 

9. Make connoisseurs of your custom- 
ers. Develop them into specialists in the 
field where your product is concerned. 
The wine merchants have for years pro- 
moted the idea of serving the right wine, 
at the right time, in the right atmosphere 
and with the right food. Make your 
customers want to have a variety of your 
item on hand—three bottles of wine in 
place of one. 

10. Blitz new geographic areas. Con- 
centrate your power on one new territory 
at a time. This is one secret of the Glass 
Wax success story. In July, 1947, this 
unknown product was brought into Chi- 
cago by a staff of one salesman and a girl 
assistant —- plus full-page editorial style 
ads in tix big Chicago dailies, reprints 
of the banner-headline ads for store post- 
ing, and « flurry of radio spots. In 10 
weeks 44 per cent of Chicago families 
had bought their first can of Glass Wax. 
The same technique opened 131 other 
markets in two months. 

11. Put it in a vending machine. 
About $500 million worth of goods 4 
year is sold through vending machines. 
The total may reach $2 billions in a few 
years. 

12. Get 'em while they're young. Ad- 
vertise, promote, sample in the college 
and high school market. Benex shaving 
cream increased sales 50 per cent last 
year in the college market by enlisting the 
help of marketing students—and paying 
them for their effort—in getting displays 
located in college town stores. The mar- 
ket is growing too. There will be 10,- 
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000,000 more students in 1960 than there 
are today. 

13. Sell the stockholders. Many com- 
panies have promoted sales within the 
pre-interested stockholder audience by 
sending out samples of new products and 
by plugging company brands as good 
buys in stockholder reports. 

14. Get extra gift business by selling 
via a gift certificate. The gift certificate 
idea, which has been highly successful in 
the hat field, can be used to promote gift 
sales of many items which buyers like to 
give but hesitate to purchase because the 
size, color or style might not be right. 

15. Advertise other products when 
you bill. Worthington Pump & Machinery 
Corp. tried inserting ads for other prod- 
ucts in invoice envelopes. Extra sales ran 
as high as 20 per cent of billing. 

16. Remember that home handymen 
and handywomen are on the increase. 
Are you reaching this market with do-it- 
yourself kits for amateur repairmen, deco- 
rators, etc. ? 

17. Add accessories to the line. Vac- 
uum cleaner manufacturers have added 
a lot of business by expanding the acces- 
sorics (paint sprayers, de-mothers, etc.) 
sold with cleaners. The Dazey line of 


can openers, ice crushers, knife sharpen- 
ers, etc., manufactured by Dazey Corp., 
St. Louis, is built for accessory selling. 
All units are designed to fit one wall 
bracket. The line is related to the bracket 
on permanent display fixtures, and cus- 
tomers are lured back for related sales by 
that means. 

18. Bring out a multiple-item package. 
In the food field, complete dinners are a 
great success; spaghetti dinner, chop suey 
dinners, etc. So are the multiple-item 
packages that offer the consumer a variety 
as in the cold cereal variety packs. 

19. Convert acceptance in public places 
to private consumption. Coca-cola was 
first sold at soda fountains. After con- 
sumer acceptance was secured, the mar- 
ket was broadened into homes. Silex 
coffee makers traveled the same road. 

20. Throw a party. Offer free goods 
to the housewife for allowing your sales- 
man to throw a party in her house for her 
friends—followed by a commercial mes- 
sage about the product. Many a pot and 
pan manufacturer has broadened his mar- 
ket in this way. 

From “58 Ways to Broaden Your Mar- 
ket,"" Eyes Off the Ceiling, Grey Adver- 
tising Agency, Inc., New York, N. 7. 


PACKAGING 


What Management Expects of Packaging 


Recently, when I was asked the ques- 
tion, “What does management expect of 
packaging?” I felt somewhat like the 
little boy who was asked by his teacher 
to describe the universe in 5O words or 
less. Management, I'm sure, expects a 
great deal of packaging. Exactly what it 
expects, however, depends upon what 
business it is managing. 

Probably it is impossible for one man 
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or even a group of men—to describe 
the perfect package, much less develop it. 
Recently, however, Dr. L. V. Burton, 
executive director of the Packaging Insti- 
tute, surveyed a large number of execu- 
tives, asking them to name the three most 
important results that improved packag- 
ing ought to accomplish for their com- 
panies and to name three of their parti- 


cular “gripes” about packaging. On the 
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basis of that survey, the following list 
has been assembled, which is a composite 
of what these executives, at least, believed 
to be the perfect package. 

What are the attributes of this perfect 
package ? 

1. It is, first, a package that increases 
‘ales because: 

a. It catches and holds the prospective 
buyer's eye. 

b. It builds, by its appearance and con- 
venience features, complete consumer ac- 
ceptance. 

c. It looks like good value. 

d. It wins top display position in retail 
outlets and vigorous sales promotion and 
direct sales effort from dealers. 

_ @, Its labels give consumers the exact in- 
formation they need in clear, convenient 
form. 

f. It eliminates consumer complaints of 
faulty packages. 


g. It stimulates enthusiasm 
from the sales force. 


h. It looks like a fast seller. 
i. It minimizes the clerk's selling time. 


and effort 


j. It shows its contents to their best 
possible advantage. 
k. It gives its product strong family 


resemblance to other products made by its 

manufacturer and enhances brand acceptance 

and prestige. 

2. This perfect package facilitates dis- 
tribution because: 

a. It lowers costs by eliminating “‘spoil- 
age,’ railroad claims and carrier complaints 
—by eliminating breakage and shrinkage. 

b. Its physical size and mechanical design 
reduce the cost of handling, shipping and 
storing. 


3. The perfect package facilitates pro- 
duction because: 
a. Jt is made of perfect and uniform 


materials. 
b. It slashes manufacturing costs by 
eliminating material waste and _ breakage 


during the packaging operation. 

c. It is formed with a minimum of labor 
on high-speed machines, made by a manu- 
facturer who has a dynamic attitude, who 
cooperates with the user completely to 
eliminate all problems. 

d. It is fabricated and filled by machines 
that are delivered promptly, are serviced by 
well-trained personnel and are backed by a 
good parts replacement service. 

e. It eliminates the need for large inven- 
tories of packaging materials and saves 
storage space. 


February, 1950 


f. If, like a can or glass container, it 
comes complete from outside companies, its 
suppliers are as enthusiastic about small 
orders as they are about large orders. They 


also understand the user's exact require- 

ments and deliver the package promptly. 

In addition to these positive attributes, 
there are certain characteristics which the 
perfect package, its manufacture and its 
use do not have. The following are based 
on the “gripes” voiced by executives who 
participated in the survey: 

1. There is never a delay between the 
conception of this perfect package and its 
appearance in retail outlets. 

2. Suppliers who contribute to this 
package are never lax in adhering to speci- 
fications. 

_ 3. Since the machines for making and 

filling the package are perfect, it is never 

ne-essary to sacrifice quality of product to 
meet requirements of the packaging opera- 
tron 

4. It is not necessary to “‘clutter-up” this 
package with useless information required 
by conflicting, non-uniform national and 
local regulations. 

5. Color reproduction on this package is 
never faulty. 

6. The package is never the wrong shape 
or size for its purpose or for any of the 
operations of which it is a part—filling, 
packing for pallet handling, storage in the 
plant, display, storage in the home or other 
point of ultimate use. 

In describing this supposedly perfect 
package, I have told you, in effect, what 
management hopes for. Now, more prac- 
tically, what does management expect? 

Basically, management hopes for and 
expects the same things—the difference is 
one of degree. Instead of demanding a 
package that costs nothing, for example, 
top executives expect a package that will 
cost as little as possible and still do its 
job effectively. They realize they can't 
have their packaging served sizzling hot, 
so they are willing to compromise, to ac- 
cept some parts that are lukewarm, some 
that are even cold. All they ask is that 
the over-all performance temperature be 
reasonably high. 

In a sentence, this means that manage- 
ment expects packaging to help maintain 
or increase profits. 

From an address by ARTHUR D. HYDE 
before the Packaging Institute. 
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Proper Spending —The Best Way to Cut Packaging Costs 


ACKAGE costs cannot be considered 

as an abstract item—an “‘extra."” We 
know that they have become a necessity 
as surely as we know that today’s con- 
sumer will not buy his goods owt of a 
cracker barrel. Therefore, if we are to 
evaluate packaging costs, they must be 
aad in relationship to the sales 
they produce, the public relations job 
they iodo, and the over-all efficiency 
they afford. 

There is a minimum basic packaging 
cost in every industry consistent with the 
needs of protection and consumer con- 
venience. This minimum, however, is a 
variable; it becomes greater or smaller in 
direct proportion to the number of units 
involved. Therefore, anything that can be 
done with the basic package which will 
increase sales will also decrease unit costs. 

Saving by blindly reducing costs can be 
very expensive in terms of diminished 
sales and good will. To me, the most 
important question concerns the efficiency 


of the packaging dollars spent. Thinking 
should be along these lines: 


1. Can we spend the same number of 
dollars and yet secure added sales and 
increased volume? (If that can be done, 
it will naturally reduce costs.) 

2. Are our packaging dollars giving 
complete coverage and full value? 

3. Can anything be done to make the 
package more effective or a greater sales 
stimulant ? 

Any survey of existing packages, if 
tested by the above questions, clearly 
shows a wide variance in the ratio of 
effectiveness to dollars spent. In many 
cases I would say that companies are re- 
ceiving as little as 10 per cent actual 
value. Their package is merely a carrying 
agent, whereas it should be a powerful 
medium of sales and advertising. 

Take the case of vignettes alone. 
Vignettes or package illustrations are sup- 
posed to stimulate the urge to buy in 
many cases by heightening appetite ap- 
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peal, but the fact is that some illustra- 
tions, particularly of food products, are 
so poorly reproduced or show the product 
so unappealingly that they discourage 
sales. 

Many packages that have been rede- 
signed within the past 10 years should 
be reviewed and checked to see whether 
the packaging costs have proved good in- 
vestments. Consideration should be given 
to today’s distribution methods, new ad- 
vertising trends, and new mediums such 
as television. If your package does not 
reproduce well in black and white ad- 
vertising, small reduction replicas, or in 
television so that there is instant recogni- 
tion and tie-in between your packaged 
product and your advertising—you are 
not getting full value for your money. A 
change to better design with strong brand 
identification, good memory value and 
consumer appeal will make your advertis- 
ing more effective, create greater sales 
volume, and thereby cut your costs. 

In reviewing most packages on the 
market it is all too obvious that attention 
to design has been concentrated on the 
face, or front panel, with almost total 
disregard for the balance of the package. 
In my estimation, this reduces the selling 
effectiveness of the package by at least 
50 per cent. It has been my contention 
for years that the back, two side panels 
and top of a package require the same 
careful planning as the front panel. In 
planning the complete package, too few 
realize that these panels on the average 
one-pound package represent an area 
approximately equal to one column of 
newspaper advertising. I doubt that any 
company would buy and use one column 
of advertising space without very care- 
fully planning the layout and copy. Yet 
its equivalent, which is available at no 
cost, is generally treated as a stepchild 
instead of used as an effective medium 
for reducing costs. 

By Jim Nasu, Printer’s Ink, October 
21, 1949, p. 7:1. 
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FINANCIAL MANAGEMENT 


Centralized vs. Decentralized Accounting Organization — 
Deciding Which to Use 


companies are at one time or 
another faced with the problem of 


choosing between one headquarters set’ 


of accounts and the use of decentralized, 
autonomous accounts. What factors must 
be considered in order to arrive at a 
practical decision ? 

One extreme is the highly centralized 
structure in which all records are main- 
tained in the head office. There is one 
set of books consisting of control accounts 
supported by appropriate subsidiary rec- 
ords. The accounting task at factory or 
branch may consist merely of accumulat- 
ing original evidences of transactions (in- 
voices, time cards, etc.) and transmitting 
them to the head office. The only real 
account maintained locally is some form 
of imprest cash fund and there probably 
is a perpetual inventory record of raw 
materials and supplies with, perhaps, a 
record of finished product in quantities 
only. No nominal accounts are main- 
tained at the several locations. 

At the other extreme is complete de- 
centralization, with each plant, branch or 
division operated in all respects as though 
it were a separate company. 

Between these two extremes, of course, 
we observe many variations and combina- 
tions, some of which have been devised 
with considerable care and others which 
merely ‘grew like Topsy.” 

The factors which affect the decision 
as to whether the accounting structure 
should be centralized or decentralized gen- 
erally fall into five categories: (1) man- 
agement’s thinking in connection with 
divisional responsibility; (2) size of the 
respective operating units; (3) geograph- 
ical relation of divisions to central head- 
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quarters; (4) availability of information 
to operating personnel and (5) efficient 
and economical operation of accounting 
work. In the following discussion the 
term ‘‘division’” frequently will be used 
in a generic sense to include not only 
major segments of the business but also 
such customary designations as plant, dis- 
trict, area and branch. 

Management's Attitude Toward Diri- 
onal Responsibility. With the growth 
of business enterprises to cover several 
distinct products or the integration of 
several steps in the production of one end 
product, some managements concluded 
that to effectively administer such diversi- 
fied activity it was essential to establish 
a group of autonomous operating units, 
each under a manager with complete au- 
thority over all aspects of operations, in- 
cluding accounting. Under this concept 
the central administrative staff deals only 
with major matters of over-all policy and 
company-wide concern. The divisional 
manager is judged solely on the basis of 
final results of his operations. ’ 

In some cases, however, the purported 
complete zesponsibility of the divisional 
manager is subject to more or less modi- 
fication by top management. Thus the 
divisional manager in some degree is not 
“running his own business;’’ rather, his 
performance is appraised in some detail 
in relation to the operating conditions 
established by his superiors. 

Except in the largest enterprises where 
a divisional manager in fact stands in the 
position equivalent in all respects to that 
of a corporation president, there is no 
controlling management principle which 
requires that all accounting activities be 
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performed within the divisional organiza- 
tion. Decentralization of some accounting 
work at divisional locations usually wiil 
be found desirable and practicable. 

Size of Operating Units. There will at 
times be situations where the several op- 
erating units and the related accounting 
activities are of such size that all or most 
accounting operations can be carried out 
efficiently on a decentralized basis. Fac- 
tors to be considered would be segre- 
gation of duties for effective internal 
-ontrol, utilization of mechanical book- 
keeping equipment, availability of quali- 
fied personnel, and availability of office 
space. 

Also the number and nature of account- 
ing questions to be resolved continuously 
nay such as to indicate the desirability 
of decentralization. The added work in- 
cidental to consolidation of the divisional 
financial statements may be compensated 
for by simplified day-to-day accounting 
work. 

Geographical Relationships. There is 
probably a close relationship between size 
of the operation and its distance from the 
home office in their effect on the desira- 
bility of decentralized accounting. The 
accounting for a small or medium-sized 
operation within overnight mail or travel 
distance and relatively inexpensive tele- 
phone distance might be handled most 
effectively on a centralized basis, whereas 
the same operation on the opposite coast 
might require complete local accounting 
to minimize delay and other complica- 
tions. In fact, if several divisions serve 
many of the same customers, centraliza- 
tion of accounts receivable may be desir- 
able both for credit management and 
bookkeeping purposes. In such cases, 
however, decentralized billing might be 
indicated. 

Availability of Information. This sub- 
ject may be considered from two view- 
points. First,’ which accounting data 
should be maintained on a divisional 
basis regardless of where the accounting 
work is done? Second, having decided on 
the matters concerning which the divi- 
sional manager should be informed, 
where is the accounting work to be per- 
formed? 


As to the first question, top manage- 
ment and the divisional managers require 
to be currently informed on inventory 
positions. In manufacturing operations, 
divisional analyses in connection with the 
fixed asset accounts are desirable. The 
amount of detail required currently by 
the division manager will depend on the 
type of operation—i.e., whether or not 
there is considerable movement within the 
fixed-asset group. Whether or not ac- 
counts receivable should be recorded on a 
divisional basis probably depends on 
credit policies. If initial credit approval 
and subsequent collection activities take 
place under divisional direction, there is 
need for divisional recording of accounts 
receivable; if this work is under central 
office control, divisional classification of 
the accounts would not seem to provide 
information of value to management at 
any level. 

As to all other balance-sheet accounts, 
there appears to be little, if any, value 
from the standpoint of availability of 
desirable management information in divi- 
sional segregation, either tagged or on 
centrally maintained records. There is one 
management yardstick which may be 
deemed to justify accounting segregation 
of all balance-sheet accounts—namely, re- 
turn on invested capital. 

Some business men place considerable 
stress on return on invested capital by 
divisions, and on this basis alone they 
require complete accounting segregation 
of balance-sheet as well as income ac- 
counts. 

The author recognizes the value of such 
a yardstick but questions the necessity of 
developing it as part of the current ac- 
counting routine. It is the type of data 
which can be prepared statistically once 
or twice a year with equal benefit to man- 
agement and, possibly, considerable econ- 
omy in the cost of accounting work. For 
current control equally good results may 
be realized by observing the behavior of 
such items as inventories, payrolls, manu- 
facturing and selling expenses in relation 
to divisional activity. 

In connection with revenue, cost and 
expense accounts, there is assuredly the 
requirement for segregation not only as 
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regards major segments of operation but 
also lower Igvels of product, plant, dis- 
trict, and branch. Whether the data can 
be submitted in a satisfactory manner to 
the various levels of management by way 
of periodic reports, or whether for ade- 
quate and timcly information the accounts 
should be maintained at the source of 
transactions, will vary in individual cases. 
Size and geography will be factors, as will 
the nature of the data; that is, necessity 
(or desirability) of prompt and frequent 
information at the point of operational 
control. 

At this point it may be appropriate to 
mention another management concept 
which may have important bearing on the 
methods of keeping accounts—i.c., the 
breakdown of the entire statement of in- 
come, including general administrative 
expenses, into divisional units of varying 
operational levels. Company-wide general 
expenses are allocated to products; profits 
may be determined by plants. 

The "Expense-Pool” Concept. Opposed 
to this type of accounting thought we find 
a concept under which only those selling, 
administrative, and general expenses 
which can be associated directly with a 
division of the business are thus allocated 
or distributed. There results a general 
expense pool to be absorbed by profits 
before such general expenses. The effec- 
tiveness of cach divisional operation is 
measured not by its imputed net profit 
but by its contribution to the absorption 
of the pool of general expenses. Those 
who favor this type of thinking may also 
feel that a manufacturing plant as such 
cannot make a profit—it can only keep 
down costs. This concept can be carried 
out most effectively under standard cost 
procedures, inasmuch as the factory per- 
formance is appraised entircly on the basis 
of variations from standards. 

The question of how far to break down 
profit figures would justify a paper de- 
voted to that subject alone. It is the in- 


tention here merely to call attention to it 
as a factor which may affect the account- 
ing structure, its organization and admin- 
istration, from the standpoint of availa- 
bility of information. 

Economical Operation of Accounting 
Work. After the effect of the foregoing 
factors has been determined, the choice 
should be based on the most efficient and 
economical methods of handling the sev- 
eral accounts. An informed solution to 
the problem will usually require a survey 
in some detail of the existing accounting 
methods and a critical review of the 
methods of accumulating, classifying and 
recording the data with respect to each 
account. 

Such a survey should be related to ac- 
count classification rather than to account- 
ing locations. The methods at any loca- 
tion may be appropriate to its own size 
and circumstance, but a given account 
classification may lend itself to more effec- 
tive treatment if the work on that account 
is handled in one location or at Icast in 
fewer locations. It is necessary to be alert 
to the danger of duplication of accounting 
work by centralization because division 
management may continue local records 
rather than rely on periodic reports. 

For example, it may be most advanta- 
geous to perform billing at the point of 
shipment, but it may be more efficient to 
maintain the related accounts receivable 
records at a central location due to possi- 
bility of using mechanized equipment, 
greater ease of identifying customers’ re- 
mittances, simplification of collection 
methods, and like considerations. Simi- 
larly, the sales analysis may be prepared 
more readily at a central location, though 
in that case care should be taken that the 
work is not duplicated at the divisional 
location in order to obtain sales reports 
more rapidly. 


By A. R. Kassanper. The Journal of 
Accountancy, August, 1949, p. 138:6. 


@ No matter what your job title is, you can contact, influence, and lead only a cer- 


tain number of other human beings—the ones you sce and work with. 


As you go 


along and pass to other groups in an organization, you leave something of yoursclf 
behind—and if what you leave is good enough, it makes your next job easier and 
improves the performance of your whole organization. 
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—Cuarces E. Witson in Brief (Apparatus Department, General Electric Company) 


How Advertising Increases Securities Values - 


HE basic premise of this article is 

that the advertising dollar spent for 
product advertising can produce, in addi- 
tion to income, long-term capital gains 
without further cost to the enterprise. 

An effective advertising record is widely 
regarded as concrete evidence of a com- 
pany s progressive management policies. 
This view is widely held among investors, 
commercial bankers, and investment bank- 
ers. Hard-hitting advertising, merchan- 
dising and sales promotion give first-rate 
evidence of the company’s determination 
not only to preserve its position in its 
industry but to improve it. 

Investors do consider the prestige and 
brand preference which an enterprise de- 
velops through advertising. Many in- 
vestors today practically disregard the 
tangible assets of an enterprise and give 
the balance sheet little or no attention. 
Their attention is on the income state- 
ment. And they pay as high a ratio or 
even higher ratio for carnings developed 
largely from advertising as for earnings 
produced largely from physical assets. 

Recently Business Week reported on a 
survey question posed to the partners of 
1 number of prominent New York under- 
writing and investment firms. It was 
worded as follows: “Do you that 
such a program of advertising by a com- 
pany gives its securities an advantage of 
market stability and demand over those 
of lesser known companies?” 

Business Week discovered that “one of 
the major influences in creating and sus- 
taining the value of a company’s securities 
is... advertising.” 

It is clear that when the investment 
banker can show the retail dealer secur'- 
ties of an enterprise which is well known 
through a long and successful advertising 
record, the securities are likely to be 
easier for the retailer to distribute. The 
basi principles of distributing securities 
are in no wise different from those in the 
merchandising of cigarettes or any other 
item of commerce. 

The portfolios of the 87 leading open- 
end investment trust funds are largely 
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composed of securities of enterprises 
which are so well-known through their 
years of heavy advertising that their names 
are houschold words. These funds using 
securities largely of well-advertised enter- 
prises have received over $1 billion of 
public support since 1940 and now have 
over $1.6 billion invested in them. Even 
in the generally adverse market years of 
1947 and 1948 these funds using their 
well-advertised vehicles attracted $178 
million and $147 million respectively. 

This financial support in the public 
securities markets has undoubtedly con- 
tributed materially to the comparative 
price stability of many of these stocks and 
has protected probably billions of dollars 
of equity values held by stockholders of 
these well-advertised companies. Prices 
may not have declined needlessly under 
smali volume of liquidation. 

Since the end of World War IT busi- 
ness enterprises have been forced to make 
greatly increased investment in machinery 
and plant to give an individual worker 
a job. The need for additional capital 
continues to grow increasingly severe. As 
a matter of realistic financial management 
every enterprise needs to keep open the 
path to the financial market and its credit 
there must be secure. This is true whether 
the company remains closed or has had 
public financing. 

In short, more of the capital must come 
from the public. As more and more 
companies have sought public financing 
some unsuccessfully—it has become in- 
creasingly apparent that an enterprise 
must win public acceptance in advance of 
its solicitation of the public for capital. 
No more effective means exists to win 
public acceptance than good advertising 
and the integrity that good advertising 
implies. 

The American Telephone & Telegraph 
Company is an excellent example of a 
company that believes in long-term heavy 
use of advertising. The management of 
this universally respected enterprise seems 
to feel that its advertising job is never 
ompleted. 
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The judgment of the management in 
its huge advertising investment to secure 
public acceptance is well justified by the 
results. In the difficult market of the 
Fall of 1947, for example, the company 
was able to borrow the great sum of 
$360 million from its own stockholders 
at a very low rate of interest—and with- 
out even using an investment underwrit- 
ing house. 

The value of having a well established 
advertising trade-mark was clearly dem- 
onstrated by the successful offering of 
stock by the H. J. Heinz Company, makers 
of the “57” brand foods, in the face of a 
severely declining market in the Fall of 
1946. The company had previously been 
a closely controlled enterprise for many 
years but when the need for funds arose 
the company invited the general invest- 
ment public to participate. 

Another argument in favor of a good 
advertising program is the fact that better- 
advertised enterprises have frequently ac- 
quired lesser-advertised enterprises and 
have repeatedly expanded their businesses 
through the simple device of the issue of 
their own stock alone. The surviving 
company has usually been a relatively 
heavy advertiser and has made its name 
or trade mark well known. These mergers 
through the issue of stock undoubtedly 
constitute a trend, which may be expected 
to continue in the years ahead. The tax 
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factor will, without doubt, continue to 
serve as a strong incentive. 

Certainly there can be little doubt that 
the financial power to attract other enter- 
prises into the corporate fold is in sub- 
stantial part due to the advertising 
investment. It seems apparent that the 
company which has entrenched its market- 
ing position through the long-term heavy 
use of advertising will be likely to con- 
tinue to occupy the commanding position 
in these acquisitions through stock issu- 
ance. 

Obviously, the primary function of ad- 
vertising is to sell merchandise at a profit. 
But while performing its indispensable 
primary function, its power flows over 
adjacent areas. For this reason the indi- 
vidual enterprise and the public receive 
the economic benefit of a multiplication 
factor from every advertising dollar. 

A most significant example of this 
multiplication factor is the emergence in 
recent years of women as the majority 
stockholders in numerous leading Ameri- 
can enterprises. Women are also the 
greatest purchasers of food, clothing and 
household products. Most advertising is 
directed to them. Naturally, as investors 
as well as consumers, they are almost cer- 
tain to be partial to the well-advertised 
companies. 

By STANLEY HAROLD MorcGan. The 
Commercial and Financial Chronicle, Oc- 
tober 20, 1949, p. 13:3. 


ONSUMER savings showed little change between 1946 and 1948, according to a 
4 recent analysis of postwar savings patterns by the Conference Board 
On the basis of newly-compiled data it was found that postwar fluctuations in 


personal savings, as reported by the Department of Commerce, arose primarily from 
liffering amounts of income plowed back into unincorporated businesses and farms 
As a result of these findings the Board points out that “care should be taken in employ- 
ing personal savings to represent savings of consumers.” (Personal savings, it should be 
noted, are defined as that part of disposable income not spent on consumption goods 
Accordingly, savings include increases in individuals’—i.e. consumers’—holdings of cash, 
se-urities, insurance, and repayment of debt. Expenditures on residences are also con- 
sidered savings. In addition, personal savings include the business savings of unincor- 
porated businesses and farm enterprises. Business savings reflect additions to plant, 
equipment, and inventories, as well as increases in cash and security holdings and 
liquidation of debt.) 

Personal savings, according to the analysis, fell from $12.9 billion in 1946 to 
$6.3 billion in 1947, subsequently rising to $13.7 billion in 1948. Plowed-back earnings 
of unincorporated business fell from $3.1 billion in 1946 to —$3.6 billion in 1947, 
and then rose to $4.8 billion in 1948 
More than half the changes in the amounts of unincorporated business savings 
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between 1946 and 1948 resulted from inventory changes, principally of farm enterprise. 
The decline of $2.2 billion in farm inventories 1n 1947 reflected the abnormal demand 
for foodstuffs from both domestic and foreign sources, and in a sense was involuntary, 
the report points out. 

Fluctuations in personal drawings from unincorporated businesses are considered 
a major factor in the postwar movement of personal savings. Withdrawals rose from 
$15.7 billion in 1946 to $22.4 billion im 1947 and then declined to $18 billion in 
1948. It would seem that in 1947 proprictors had been drawing on business reserves 
to finance personal expenditures, especially for automobiles, since purchases of cars 
rose 86 per cent from 1946 to 1947. Larger withdrawals for family living were made 
from farm enterprises in 1947, but not to the extent exhibited by owners of unincorpo- 
rated businesses. 


Public Puts Record $17 Billion on the Cuff in 1949 
(CONSUMER credit in the United States for 1949 will roar past $17 billion by the 
t 


ime the final figures are assembled. 

Today the populace has gone into debt, dollarwise, almost twice as deep as in 
prewar days. The mountain of money owed to banks, department stores, small loan 
companies, credit unions, auto finance firms, pawn shops, jewelry stores and others with 
confidence in the citizenry is three times as great as when the war ended. 

It's likely that money-lending to consumers will contract slightly in early 1950, 
and then go on up to new peaks. But most bankers and credit men say they are not 
worricd. Reporters interviewing them in a dozen cities across the land hear almost 
unanimous testimony that Americans can put more billions on the cuff without weaken- 
ing the and employment hold high. 

This dominant school of thought theorizes that consumer debt becomes dangerous 
only when people can't afford to meet there payments. They stack the present dollar 
volume of such borrowing beside the swollen dollar volume of personal income, and 
say it looks fine. In 1939 consumer credit was equal to more than 11 per cent of the 
personal income left after taxes. In mid-1949 it ran only a little more than § per cent 
of such “disposable” income. 

This is an argument that doesn’t entircly convince economists at the Federal 
Reserve Board in Washington. With the high level of income today, they argue, 
peuple should be able to pay without going into debt. 

Credit men report that collections are holding up well. New York City banks, 
for instance, say instalment payment delinquincies are below a year ago. Some finance 
companies report a slight slowing of payments, but must are inclined to agree that 
so far it’s nothing to be alarmed about. 

—The Wall Street Journal 11/23/49 


Continued Decline in Plant and Equipment Expenditures 


HE decline in investment in new plant and equipment, which started in the spring 
of 1949, will continue through the first quarter of 1950, after allowance for seasonal 
influences, according to reports trom non-agricultural business fhrms. Based on the latest 
quarterly survey by the Department of Commerce and the Securities and Exchange 
Commission, planned outlays are estimated at $3.9 billion during the first 3 months of 
1950—14 per cent below actual expenditures in the corresponding months of 1949. 
Comparable year-to-year declines in capital goods outlays were 6, 10, and 1S per 
cent respectively, in the last three quarters of 1949. When the final figures for the fourth 
quarter are available, the currently indicated decrease may be reduced, due to the 
accounting practice by many firms of concentrating additions to capital accounts in the 
Jast quarter. Thus the year-to-year decline in plant and equipment outlays in the early 
months of 1950 will probably be of approximately the same magaitude as that expe- 
rienced in the late 1949. When declines in capital goods costs from their levels in 
1948 and in the first quarter of 1949 are taken into account, the percentage declines 
in the physical volume of plant and equipment acquisitions are somewhat over two- 
thirds of those indicated on a current dollar basis. 
—Survey of Current Business 12/49 
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INSURANCE 


ESS than half of the men and less 
than one out of 10 of the women of 

65 years of age or over in the United 
States are at work. A man of 65 years 
of age may expect to live on an average 
of about 12 years longer—a woman, 


nearly 14 years. How are people going 


to support themselves for 12 or 14 years 
without working? This is plainly one of 
the biggest economic problems in the 
United States. 

Let us look, therefore, at the four prin- 
cipal ways which are now used to provide 
retired workers with incomes and _ see 
whether any of them offers a solution for 
the problem. 

1. Employer-Initiated Plans. Pension 
plans initiated by private employers have 
four major deficiencies, though they may 
do much good in the plants where they 
operate. First, they will never give ade- 
quate coverage. They do not apply to 
self-employed persons, of whom there are 
about 11 million in the United States. 
They are expensive, and only the more 
prosperous companies can afford to adopt 
them. Moreover, they are limited to cer- 
tain types of employees—usually those 
with long service. The present 9,000 
employer-initiated cover a little 
more than one-third of the employees of 
the firms which have the plans. 

A second major shortcoming of em- 
ployer-initiated pension schemes is that 
they may be abandoned at the will of the 
employer, leaving the employee without 
protection. 

A third major defect is that they re- 
strict the movement of workers—a man 
who leaves one employer to work for 
another does not ordinarily carry his pen- 
sion rights with him. 

A fourth major defect is the handicap 
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The Pressing Problem of Old-Age Security 


they put on older workers in finding 
employment. 

2. Union-Negotiated Plans. Pension 
plans negotiated by unions with employ- 
ers may be less easily abandoned than an 
employer-initiated plan and they may 
cover a larger proportion of the em- 
ployees, but they suffer from the same 
four major defects as do employer-initi- 
ated plans. 

A special drawback of many union- 
negotiated pension plans is their financial 
unsoundness. Many of these plans make 
no provision for meeting the huge ac- 
crued liability with which the plans start. 
In many cases the cost of the pensions in 
a decade or so will be so large that the 
unions will have to consent to a reduction 
in the pensions in order to gain wage 
increases. Consequently, the so-called “se- 
curity” offered by many union-negotiated 
pension plans is illusory. 

3. Old-Age Assistance. The old-age 
assistance program of the Federal Gov- 
ernment is the largest single source of 
income to retired persons. About 2.6 
million are drawing old-age assistance, 
and total old-age assistance payments are 
roughly twice as large as all the pension 
payments made under the federal old-age 
pension scheme. 

The old-age assistance program is open 
to two major objections. First, it is de- 
moralizing for people to have to accept 
charity after a lifetime of work. Second, 
the fact that payments are based upon a 
means test makes the plan difficult to 
administer. Need is difficult to define, 


and this creates the danger of political 
favoritism. The danger is aggravated by 
the fact that payments are made out of 
general revenue and that most of the 
states, which administer the scheme, are 
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paying out more federal money than state 
money. 

4. Old-Age Insurance. The most satis- 
factory arrangement for providing income 
for retired persons is the federal old-age 
insurance plan. It avoids the principal 
weaknesses of the other three schemes. 

However, while the federal old-age in- 
surance scheme is basically sound, it has 
three serious defects. First, the coverage 
is inadequate because the plan does not 
cover certain important types of workers, 
such as domestic servants, employees of 
non-profit institutions, farm employees 
and the self-employed. All in all, it cov- 
ers about three out of five jobs. Second, 
the eligibility requirements are too strict— 
it takes too long for workers to acquire 
insured status. As a result, only about one 
out of five persons of 65 years of age or 
more is drawing pension benefits or has 
insured status under the plan. Third, the 
benefit payments are too low. The aver- 
age payment for single workers is about 
$26 a month and for a worker with one 
dependent, about $40 a month. 

The House of Representatives on Oct. 
5, 1949, passed a bill, H.R. 6,000, which 
would make substantial improvements in 
the old-age insurance scheme. The bill 
would extend the coverage of the Act to 
include nearly one million out of three 
million domestic service employees, about 
200,000 farm laborers, and about 4.5 
million urban self-employed. It would 
extend partial protection, and_ possibly 
complete protection, to about 600,000 em- 
ployees of non-profit institutions. 

By voluntary agreement between state 
governments and the Federal Government, 
about 3.8 millionsemployees of state and 
loval governments might be covered. The 
bill would liberalize the eligibility _re- 
quirements so that newly covered em- 
ployees would become insured more 
quickly. Finally, it would raise benefit 
payments about 70 per cent to an average 
of between $50 and $60 a month. 

The provisions of this bill, though a 
long step in advance, fall short of the 
recommendations of the Advisory Coun- 
cil on Social Security appointed some two 
years ago by the Finance Committee of 
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the Senate. This body consisted of 17 
members—six business men, two repre- 
sentatives of organized labor, four per- 
sons from the public service, and five 
persons from university work and scien- 
tific research. The Council was unani- 
mous in recommending that coverage of 
the Old-Age and Survivors’ Insurance be 
made virtually universal. The Council 
was also unanimous in recommending 
that eligibility requirements be changed 
so as to permit workers to qualify more 
promptly for pensions. In addition, the 
Council recommended increases in bene- 
fits which would raise the average benefit 
of a retired worker without dependents 
from $26 a month to $55 and of a worker 
with a wife from $40 to $85 a month. 
Surely it is not unreasonable that the 
pension of a man with a wife to support 
should be at least half of his earnings 
before retirement. In the case of a man 
who had been earning $300 a month 
throughout his working life, the recom- 
mendations of the Advisory Council 
would result in a monthly pension of 
$106.87—a little more than one-third of 
his monthly earnings. 

The federal old-age pension plan—if 
its coverage were extended to nearly all 
of the 25 million uncovered jobs and if 
the average benefits were substantially 
raised—would provide the country with 
an adequate plan of old-age security 
Nevertheless, some employers and some 
unions would wish to establish supple- 
mentary plans. It would then be the 
governinent’s obligation to see that sup- 
plementary plans really provide the se- 
curity which they promise, that they do 
not tic a worker to a given employer, and 
that they do not encourage employers to 
discriminate against older workers. 

This can be done by requiring that the 
plans meet certain standards in order for 
employer contributions to be a deductible 
expense under the corporate income tax 
law. These standards should require that 
the plan be properly underwritten and 
that the employees who leave the service 
of an employer take their pension rights 
with them. In addition, in order to avoid 
encouraging noncontributory plans, the 
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Federal Government should permit the 
contributions of employees to pension 
plans to be a deductible expenditure 
under the personal income tax—at least 
if the employee's contribution is matched 
by one from his employer. 

Are these schemes likely to undermine 
thrift, initiative, self-reliance, and the 
spirit of independence? 

The cost of an old-age pension plan 
paying benefits moderately more liberal 
than those included in the bill passed by 
the House or recommended by the Ad- 
visory Council on Social Security may be 
put roughly at 8 per cent of payrolls. In 
the past, output per man-hour in the 
United States has increased about 2 per 
cent a year. If it continues to grow at the 
rate of 2 per cent a year, it will increase 
by over 80 per cent in the next 30 years. 

Hence, the total cost of a fairly ade- 
quate old-age security program would be 
about one-tenth the increase in production 
during the next generation, assuming that 
output per man-hour grows no faster than 
in the past. The one thing that must be 
avoided, in order to keep the cost of old- 
age security within moderate limits, is a 
further drop in the usual age of retire- 
ment. Universal retirement at 65, depriv- 
ing the community of nearly $11 billion 
of product a year, would be 10 times as 
costly as the present old-age pension pro- 
gram is today. 


Do’s and Don'ts in 


HERE are several do’s and don’t's 

that employers should consider in 
onnection with current union demands 
for pension plans. 

The first thing to do is to make sure 
that the plan is set up on an actuarially 
sound basis, whether it is a trusteed fund 
or an insured plan. The first don’t is 
don't promise benefits higher than can be 
financed on a sound basis. 

The second don't is don't look to gov- 
ernment for too much. Otherwise we will 
be getting what looks like a temporary 
advantage at the expense of a deepening 
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The danger that a system of old-age 
security will undermine thrift is remote. 
The usual method by which men have 
provided for their old age has never been 
thrift—it has been by having plenty of 
children and expecting the children to 
help the parents. Certainly pensions which 
pay 50 per cent more or less than average 
earnings leave much room for thrift. 
Furthermore, no one need fear that the 
incentives to practice thrift are about to 
disappear—there are many good things 
which the ordinary person can acquire 
only by practicing thrift quite rigorously. 
Any wage-earner who buys a home at 
present prices will have a good opportu- 
nity to be thrifty for years to come. 

Nor is the old-age security likely to 
undermine initiative, self-reliance and in- 
dependence — it is likely to strengthen 
these qualities. The reason is obvious. 
The worker, small-business man or high 
executive, who has a minimum of pro- 
tection for his old age is likely to be 
willing to take some economic chances 
which he would not otherwise dare take. 
The extension of old-age security to small- 
business men may be particularly useful 
in making them feel better able to take 
risks. 

By SUMNER H. SLIcHTER. The New 
York Times Magazine, October 16, 1949, 
p. 9:4 


Pension Planning 


trend toward the welfare state, statism, 
socialism, or whatever you care to call it. 

In the Bethlehem type of formula the 
employer is contributing entirely at his 
expense the difference between the bene- 
fits provided under Social Security and 
$100 per month, for 25-year service em- 
ployees reaching age 65. 

Ford did something along the same 
lines. It is quite natural, of course for 
employers to try to push through Social 
Security retirement benefits that will ab- 
sorb all or as much as possible of the 
$100 per month benefit, thereby decreas- 


ing the amount that the employer would 
have to furnish. This tendency is strength- 
ened by the fact that Social Security 
benefits are provided through joint and 
equal contributions of employees and em- 
ployers, plus the likelihood of a general 
tax subsidy to make up the deficits not 
provided through such joint contributions. 

But the problem is that these increased 
Social Security benefits have to be paid 
for. As matters stand now we are operat- 
ing under an unbalanced budget and 
deficit financing. Increased Social Security 
benefits would accelerate this trend. So 
we find the strange anomaly that employ- 
ers who ordinarily would champion a 
balanced budget are now arguing for a 
feature that calls for a further unbal- 
ancing of the budget. 

Employers should strive for the three 
layers of benefits—the first layer to be 
provided by the government, but held 
down to the subsistence level only; the 
second layer to be provided through sup- 
plementary benefits via employee benefit 
plans; and the third layer to be produced 
through the private thrift of all our citi- 
zens. It is a three-legged stool, and all 


three legs must be kept under the stool 
if it is to stand. 
Another anomaly of the situation is 


that unions—who have been decrying 
bigness in business—and the Federal 
Government, are both pushing smaller 
companies more and more toward the 
wall. If unions and government force all 
employers to provide the same type of 
employee benefits, whether they can 
afford it or not, then the marginal and 
smaller companies will find themselves 
being forced into mergers or liquidations. 
The end result of this is that the big will 
get bigger, and this cannot fail to affect 
our free enterprise economy. 

In the early days of pension designing 
there was a tendency to give all employees 
a flat benefit, such as $50 a month. We 
now see a reversion to that trend whereby 
every employee appears to be expecting a 
flat benefit. Fortunately, however, both 
in the Ford and Bethlehem Steel cases 
there were minimum requirements for the 
full pensions—namely, 30 years of service 


in the case of Ford and 25 years in the 
case of Bethlehem. Pensions of employ- 
ees with less service were prorated down- 
ward. This is as it should be. However, 
in the Ford cases there was no opportun- 
ity to extend the same type of formula 
all the way up and down the organization. 
The Bethlehem plan, however, provided 
a 1 per cent pension, times years of ser- 
vice, but with the minimum of $100 a 
month for 25 years of service. This type 
of forinula is to be preferred. 

This brings us to the next don’t: Em- 
ployers should not have two plans—one 
for union employees and the other for 
non-union employees. If they do, there 
will be a constant jockeying back and 
forth and comparison of one with the 
other. We saw this in the case of the 
steel companies when the unions argued 
that it was not fair to give executives non- 
contributory pensions in large amounts 
whereas union members were asked to 
make contributions. On this issue the 
union was correct because employers 
should treat all employees proportionately 
alike, and if any employees are asked to 
contribute, then all employees including 
union, non-union and executives should 
likewise contribute. 

If the benefit provisions are propor- 
tionately alike—if, for example, the plan 
for non-union employees is the nore 
generous plan—the union will lose no 
time in publicizing the inequity. Con- 
versely, if the non-union employees’ pen- 
sions are relatively lower, the union would 
use this as a strong argument for further 
organization. Thus the employer who 
has different types of plans for union 
and non-union employees will always be 
in hot water. 

It should be noted that the pension 
under the Bethlehem type of plan ts 
based on an average of the 10 final years 
of pay. This in effect ties benefits to 
future wage levels and inflationary trends. 
Thus the employer seems to be signing a 
blank check, in that he does not know 
from year to year what the actual benefits 
under the plan are going to be and thus 
what his yearly costs may total. Unfortu- 
nately this is the kind of situation in 
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which someone must hold the bag. If 
pensions are based on the actual average 
pay throughout the years of membership 
under the plan, then the employee holds 
the bag if inflation hits him at the end 
and his pension is not related to his cost 
of living at the time of retirement. On 
the other hand, the employer must hold 


Bry insurance buyer expects more of 
his agent than mere delivery service— 
he could arrange that within his own 
organization. The buyer retains the serv- 
ices of the agent to facilitate negotiations 
with the insurance company, to advise 
him on his insurance program, to obtain 
the insurance coverage which properly 
meets his company's needs, to keep him 
abreast of insurance legislation which may 
affect him. These are but a few of the 
duties of the insurance agent, once he 
has been appointed the buyer's purchasing 
agent. Let's get down to specific cases 
starting with the original solicitation. 
Before an agent calls on a buyer, he 
should do a little pre-approach work. 
Social drinking, golf and pressure by 
acquaintance do not come under this 
heading. Pre-approach work means learn- 
ing about the buyer's business, products, 
methods of production, sale and distribu- 
tion, his plant and equipment, his sup- 
pliers, the amount of business he does 
and with whom. Then the agent should 
set up a tentative program of insurance 
based upon the information he has col- 
lected. If the manufacturer sells his prod- 
uct to a large number of stores, his 
insurance needs are entirely different than 
if he sells semi-fabricated parts to large 
manufacturers for assembly. The agent 
should check his fire rates——a simple pro- 
cedure—to see whether they approximate 
the rates of other manufacturers occupy- 
ing similar plants. Then, when he calls 
on the buyer by appointment, he will have 
a specific reason for asking for his time. 
The agent's proposal should be a gen- 


february, 1950 


The Insurance Buyer Speaks Up 


the bag if the pension is to be based on 
final pay. This is one of the hard choices 
which an employer must come to grips 
with in setting up a plan. 

From an address by Meyer M. Gold- 
stein at a panel discussion at New York 
University. 


eral service plan. He should point out 
the advantage of having a completely 
coordinated insurance program, illustrat- 
ing it by referring to the tentative plan 
he has prepared. At this moment he 
should not concentrate on making a sale 
—he is still acquiring information for his 
history file. If he is sufficiently convince 
ing, he may ask the buyer for the oppor- 
tunity to discuss various problems with 
his department heads to obtain informa- 
tion to make a complete analysis of his 
exposures, recommendations of an overs 
all plan of insurance, and a quotation on 
its cost. 

Let us assume he is successful and that 
his solicitation and program are accepted. 
He must then deliver the coverage pre- 
scribed. The rate must be adequate, but 
it is up to the agent to see that it is not 
excessive. 

When a coverage is advisable, when 
an increase in rate is necessary, when the 
amount of insurance coverage is insufh- 
cient—the agent should stand up and 
say so. His client will admire him for it, 
if he can back up opinion with sound 
reason or fact. It’s not necessary to talk 
down to him, however; he is mature even 
if he doesn’t understand insurance terms. 
Also. he is still the customer. 

When the agent does get an account, 
it’s his job to handle it properly. He 
should not neglect it in order to get new 
business. He should learn all he can 
about it, analyze it and discuss it with his 
company men. When he calls on an 
established client, he should not drop in 
socially. The buyer expects him to have 
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a purpose, discuss it, get a decision, and 
leave. He doesn’t welcome the agent who 
casually strolls in to “see what I can do 
for you today.” 

So far, we have not considered the 
buyer's loss problems. In many instances, 
a loss is a direct result of the agent's 
failure to act courageously. What is the 
agent's attitude when a buyer grumb! 
about the inspector's recommendations 
Does he consider the full implications of 
the recommendation or does he quiet the 
inspector to ease the buyer's embarrass- 
ment? If he has the courage, he will sit 
down with both and hold a hearing of 
the reasons for and against the recom- 
mendation. And after he dismisses the 
inspector, he will give the buyer his 
opinion. 

What does the buyer expect the agent 
to do when a loss occurs? He expects 
the agent to see that the claim report is 
properly executed, promptly filed and 
acted upon, by the insurance company. 
The agent's knowledge of the contract, 
insurance law and the common law means 
much to the buyer—otherwise he wouldn't 
employ the agent 

Many losses are settled to the detriment 
of the insured because neither he nor his 
agent knows how to present the claim 
properly. This does not imply that the 
adjusters are unfair. But if those who 


are familiar with the buyer's business 


cannot make out a proper claim, how can 
the adjuster be expected to do any better? 
The agent's knowledge of the procedure 
necessary to the establishment of valid 
claims cannot be limited to the physical 
possession of a supply of “proof of loss” 
forms to be filled out by the buyer. The 
agent should complete the form with him, 
checking his figures for accounting or 
other errors; he should know how to 
collect every cent to which the buyer is 
entitled. He should not rely on the good- 
hearted adjuster to show him how. 

The buyer expects his insurance com- 
pany to be sound financially. This is 
partly his agent's job in placing the cov- 
erage, but it is also the duty of the 
insurance company to remain that way. 
Sound methods of operation are neces- 
sary, but soundness of method cannot be 
inferred to mean reactionary methods. 
Sometimes there are good reasons why 
“it can't be done.”” When there are, the 


companies should not camouflage them. 


The buyer can sum up his total require- 
ments of his insurance company in a very 
few words. He wants it to be: strong 
financially, progressive in underwriting. 
competitive in cost, honest in public rela- 
tions, and a leader—not a follower. 

By Russe_t B. GALLAGHER. The 


Casualty & Surety Journal, December. 
1949, p. 15:7. 


What About Pension Plans? 


A RECENT Mill & Factory survey sought to determine the attitude of company 
executives toward pension plans and what coverage is offered through plans now 


in effect 


Those queried represented all sizes and type of manufacturing concerns 


The following are among the chief findings 
1. Thirty-six per cent of the respondent companies have pension plans. 


2. Of those which do have pension plans, 75 per cent cover all employees of 


the company; 18 per cent cover only company executives and office workers 
Of those whose plans do not cover production workers, 96 per cent do not 
think they will establish such coverage in the next 12 months 

Eighty-two per cent of those whose plans do not cover production workers 
report their production workers have not asked them to establish such plans 
Seventy-one per cent of those which do not have pension plans covering 
production workers say their employees have not asked for a ‘fourth round’ 


wage increase 
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Buyers’ Market Developing in Fire Insurance 


HE buyers’ market has finally caught up with an elusive quarry—the fire insurance 
industry. 

After two years of roaring business, demand for insurance protection on stores, 
factories, warehouses, theatres and their contents is falling off. Businessmen are carry- 
ing smaller inventories than this time last year. What they do have would cost less to 
replace. 

Meantime, the fire companies are able to take on more business. They've managed 
to get hold of more capital by selling stock and by adding to their surplus from earn- 
ings. Now they must hustle for business again. Even while they tot up 1949 profits, 
the biggest they've ever pocketed, they're quietly revamping sales techniques to woo 
the reluctant client. 

In the past couple of years the fire people could afford to be choosey. After 
heavy underwriting losses from 1944 through 1947, the fire companies bounced into 
the black last year with record underwriting profits. Stock companies, doing the bulk 
of the business in the U.S. had underwriting profits of $117 million, half again as big 
as in any previous year. This year they've more than doubled that. 

In view of the companies’ underwriting losses from 1944 to 1947, insurance 
commissions of the various states inched up rates after the war. Now the insurance 
men’s big earnings may foreshadow a wave of rate cuts enforced by state regulatory 
agencies. Some have already taken place—in Pennsylvania, Florida, Tennessee, Ken- 
tucky and Georgia. Other states are expected to follow. The New York State Insur- 
ance Department, for instance, has launched a study of fire rates in the Empire State— 

a significant development inasmuch as 23 of the 50 biggest fire companies in the nation 
have headquarters in New York City 
The Wall Street Journal 12/28/49 


Survey of Employee Benefit Plans 


OLUNTARY efforts on the part of industry to protect workers against a variety of 
economic hazards have become increasingly widespread, according to a survey of 
3,965 firms with 1,960,773 employees in six large metropolitan areas of the Midwest 
The study, which was conducted by the Research Council for Economic Security 
Chicago, indicates that the most common type of benefit plans are life insurance and 
pr¢paid hospitalization, covering over 70 per cent of the 1,960,773 employees included 
in the survey. Slightly over one-half of the companies with plans bear over 50 per cent 
of the costs 
In an intermediate position are pension-retiremet, prepaid surgical benefits, and 
organized cash sickness plans, with coverages of approximately 40 to 60 per cent 
Especially to be noted is the total protection against wage loss from non-occupational 
sickness and accidents. Such combined disability is available to 62.2 per cent of all 
employees covered in the survey. 
The Midwest Survey of Employee Benefit Plans, Publication No. 62, 
Research Council for Economic Security, Chicago, Illinois. 


AMA SPRING INSURANCE CONFERENCE 


The Spring Insurance Conference of the American Management 
Association will be held on Monday and Tuesday, May 22-23, at 


the Hotel Statler, New York City. 
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SURVEY OF BOOKS FOR EXECUTIVES 


PATHS AND By-PATHS IN INLAND MARINE 
INSURANCE. By Harold §. Daynard. In- 
surance Advecate, New York, 1949. 336 
pages. $6.75. 

Reviewed by Henry Anderson* 

Mr. Daynard in his Preface states: “Incom- 
prehensible as it is to those of us who 
specialize in matters of Inland Marine Insur- 
ance, there exist no up-to-date texts or case- 
books dealing with the legal problems in- 
herent exclusively in this phase of insurance.” 

Paths and By-Paths in Inland Marine In- 
turance adequately fills this void. 

The book arises out of a series of bullctins 
originally issued to its members by the Inland 
Marine Claims Association and prepared by 
its Law Committee, of which Mr Daynard, 
a member of the New York Bar, is Chairman. 
Mr. Daynard has now enlarged upon these 
bulletins, providing a generous amount of 
explanatory material. 

Though his subject is a technical one, he 
has struck a nice balance. The book will be 
found interesting and readable by persons hav- 
ing an understanding of the princ ples of 
insurance, yet it is sufficiently technical to 
satisfy their desires to explore the subject in 
letail 

The author explains that the Inland Marine 
Insurance policy has many “invisible terms,” 
not disclosed by the text of the policy. Vari- 
ous rules of common and statutory law limit 
or enlarge the benefits provided by the con- 
tract, and many of the words and phrases 
found in the policy have, as a result of liti- 
gation, been interpreted by the courts and 
have acquired special meanings. If the in- 
sured is not informed on this, he does not 
know the meaning of his contract. The book 
discusses in detail such words and phrases as 

in transit,” risk,” “theft,” “personal 

property,” “insurable interest,” “proximate 

cause.” Thus the reader will emerge with a 
lear understanding of their significance and 

may only then realize how inadequate his 

knowledge of some of these terms has been 

Inasmuch as the source of this book is an 
association of claim adjusters, the reader gains 
a valuable insight into the mechanics of loss 
adjustments and the viewpoints of the ad- 
juster. He learns that the adjuster, in order 
properly to serve his employer, must inquire 


* Manager, Insurance Department, Paramount 
Pictures, Inc., New York, Y 


into all the circumstances surrounding the 
loss, the extent of the coverage provided by 
the policies, and must further discharge his 
responsibility by disclosing any technicalities 
that may surround the loss and its adjust- 
ment. It is then up to the insurance company, 
not the adjuster, to decide the extent to which 
technicalities shall be waived. 

There are excellent discussions of “Burden 
of Proof,” “Bailment.”” “Duration of Risk,” 
“Personal Property and Real Property,” “Sub- 
rogation,” and many other subjects common 
to Inland Marine and other forms of insur- 
ance. Any insurance man can profitably take 
this refresher course. 

Throughout the book, Mr. Daynard cites 
cases to illustrate the subjects under discus- 
sion. He constantly warns, however, that 
these are not to be accepted as conclusive or 
as having general application. 

Some of these cases were rather disturbing 
to this reviewer, for the adverse decisions in 
some instances must have been rude awaken- 
ings for the insured and the broker who sold 
him his insurance. While the companies 
writing Inland Marine Insurance have an ex- 
cellent record of paying their losses with a 
minimum of technicality, the insured learns 
that he cannot rely on this, but must in the 
final analysis have an intelligent understand- 
ing of the contract into which he has entered. 
The writer knows of no better source of such 
information than Mr. Daynard’s book. 

Mr. Daynard also stresses the importance 
of the Bill of Lading. Payment under the 
Inland Marine policy is often contingent upon 
the terms and conditions of this important 
document. How many insurance men have 
read the fine print? A section of the book is 
devoted to the Bill of Lading, and the docu- 
ment is reproduced in full—and, equally im- 
portant, in legible print. 

This work is, we are told, to be regarded 
as Volume I, with a second volume to follow. 
There is every reason to believe that the 
insurance world, having sampled Mr. Day- 
nard’s present offering, will look forward 
with keen anticipation to a second volume— 
and indeed to any comprehensive detailed 
text book which Mr. Daynard may prepare. 

This reviewer is under the impress‘on that 
the insurance world knows far too little about 
Inland Marine Insurance, ani thot we are 
fortunate in having this excellent publication 
available to us 
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BOOK NOTES 


(Please order directly from publishers) 


CONTROLLERSHIP IN MODERN MANAGEMENT. Fdited by Thornton F 
Bradshaw and Charles C. Hull. Richard D. Irwin, Inc., Chicago, 1949. 241 pages. $4.00 
This symposium, by 10 outstanding authorities on controllership, presents an over-all view 
of the more basic and pressing problems with which the controller deals. Chapter headings 
Top Management Looks at Controllership; The Growth of the Controllership Function; 
Organized Cooperation Among Controllers in the United States; Controllership’s Contribu- 
tion to Executive Management; Problems of Controllership Organization; Selection and 
Training of Controllership Personnel; Education for Controllership; Human Reactions to 
Standards and Controls; Controllership and Public Relations. 


MODERN PLASTICS ENCYCLOPEDIA: 1949. Plastics Catalogue Corporation, 
122 East 42nd Street, New York 17, N. Y. 1,371 pages. $5.00. In this 1949 edition of the 
official yearbook of the plastics industries, significant ap plications of plastic materials have 
been emphasized by grouping them in a 200-page lead section, “Plastics in Use.” The plastic 
products selected are described and illustrated in 27 separate articles, each covering a major 
industrial field. This year’s Technical Data section includes an important new article, 
“Survey of the Properties of Plastics,” abridged from a report prepared by Battelle 
Memorial Institute for the Office of the Chief of Ordnance. An indispensable reference 
work for every manufacturer and user of plastic materials. 


BUSINESS INSURANCE. By Edwin H. White. Prentice-Hall, Inc., New York 
1949. 423 pages. $5.75. This study is divided into three closely parallel divisions: Proprietor- 
ships, Partnerships, and Closed Corporations. Each section deals first with the fundamental 
facts of each of these three business forms, then analyzes the various plans which have 
been created in an attempt to avoid liquidation upon the death of the owner. Finally, Mr 
White describes a successful business-continuation plan for each. The book reviews over 
135 cases in detail. * 


CRIME LOSS PREVENTION. Continental Casualty Company, 310 North Michigan 
Avenue, Chicago 4, Illinois, 1949. 34 pages. Gratis. Reviews the devices and proc edures for 
safeguarding business assets, such as merchandise controls, proper hi undling of cash, checks, 
and payrolls; use of audits; use of various means of mechanical controls; and other means 
of guarding against losses from without and within 
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(Please order direcily from publishers) 


GENCIRAL Liperty: A Path to lis Recovery. By F. A 


— Harper. The Foundation for Economic Edu- 
ASUR Ni N: aph 
oa . 50 pages. $1.00. 
sources. By Thomas R. Carskadon and Ru- i pages. $1 
dolf Modley Prepared by the Twentieth MANAGEMENT OF AN ENTERPRISE. By C 


Century Fund, Inc. The Macmillan Company, Canby Balderston, et al. Prentice-Hall, Inc., 
60 Fifth Avenue, New York, N. Y., 1949 New York, 1949. Second edition (revised) 


101 pages. $1.00 494 pages. $6.65 
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TowarpD SociaL Economy. By Howard R. 
Bowen. Rinehart & Company, Inc., New 
York, 1948. 330 pages. $3.00. 


A NATIONAL ECONOMIC PoLicy FoR 1949. 
By Robert R. Nathan Associates, Inc., 3 
Thomas Circle, Washington 5, D. C., 1949. 
52 pages. $1.00. 


PETROLEUM INDUSTRY RECORD—1919-1948, 
Obtainable from: J. A. McNally, American 
Petroleum Institute, 50 West 50th St., New 
York 20, N. Y. 30 pages. 50 cents. 


MANAGEMENT THROUGH LEADERSHIP: A 
course of lectures delivered in the Sheffield 
City Hall under the auspices of the Institute 
of Industrial Administration, 1948. Institute 
of Industrial Administration, Sheffield Cen- 
tre, England. 158 pages. 25. 6d. 


PLENTY OF PropLe: The World's Population 
Pressures, Problems, and Policies, and How 
They Concern Us. By Warren S. Thompson. 
The Ronald Press Company, New York, 
1949. Revised edition. 281 pages. $3.50. 


4 NATIONAL SURVEY OF THE BREWING IN- 
DUSTRY: 1949. Research Company of Amer- 
ica, Inc., 341 Madison Ave., New York, 
N. Y. 150 pages. $35.00, payable with order. 


MANAGING AN AGENCY: Principles and Prac- 
tices of Agency Management. Committee on 
Education and Training, Life Insurance 
Agency Management Association, Hartford 
5, Conn., 1949 
tion restricted). 


158 pages. $3.25 (distribu- 


STRUCTURAL REFORMS IN THE ENTERPRISE 
By Paul-Emile Bolté, et al. The Depart- 
ment of Industrial Relation@of the Facul- 
ty of Social Sciences of Laval University, 
2 University St., Québec, Canada, 1949. 
210 pages. $1.00 


OFFICE MANAGEMENT 


Orrice MANAGEMENT FOR HEALTH WorK- 
ERS. By Frances King and Louis L. Feldman. 
The Commonwealth Fund, 41 East 57th 
St.. New York 22, N. Y., 1949. 154 pages 
$2.25 

OrrsetT Dupiicator TecHNigues. By Richard 
Caruzzi. Published by Harold L. Taylor. 
Inc., 101 Park Avenue, New York 17, N.Y 
93 pages $3.75 


MopERN Business ENGLISH. By A. C. Baben- 
roth. Fourth Edition (revised). Prentice- 
Hall, Inc., New York, 1949. 641 pages. 
$5 6S 


INDUSTRIAL RELATIONS 


DICTIONARY OF OCCUPATIONAL TITLES— 
Vol. 1: Definitions of Titles (Second Edi- 
tion) 1949. Division of Occupational Analy- 
sis, United States Employment Service. For 
sale by the Superintendent of Documents, 
U. S. Government Printing Office, Wash- 
ington 25, D. C. 1,518 pages. $3.50. 


COLLECTIVE BARGAINING PROVISIONS: Union 
“and Management Functions, Rights, and 
Responsibilities. Bulletin No. 908-12, Bu- 
reau of Labor Statistics, U. S. Department 
of Labor, 1949. Available from the Super- 
intendent of Documents, U. S. Government 
Printing Office, Washington, D. C. 54 pages. 
20 cents. 


INDUSTRIAL AND OCCUPATIONAL TRENDS IN 
NATIONAL EMPLOYMENT: Research Report 
No. 11. Industrial Research Department, 
University of Pennsylvania, 3440 Walnut 
Street, Philadelphia 4, Pa. 68 pages. $1.00 


Joss For Att: A Primer of Theory. Indus- 
trial Relations Center, University of Min- 
nesota, Minneapolis, Minn., 1949. 29 pages 
$1.00 


FINANCIAL MANAGEMENT 


Basic ACCOUNTING. By Ralph L. Boyd and 
Robert T. Dickey. Rinehart & Company, 
Inc.. New York, 1949. 677 pages. $5.00. 


Cost ACCOUNTING. By James H. March. Mc- 
Graw-Hill Book Company, Inc., New York, 
1949. 544 pages. $5.00. 


ACCOUNTING SysTEMS: Installation and Pro- 
cedures. By John J. Neuner and Ulrich J. 
Neuner. International Textbook Company, 
Scranton, Pa., 1949. 380 pages. $6.00. 


How Reat Are 1948 Prorirs? By Jules 
Backman. Proceedings of Conferences spon- 
sored by The Economic and Business Foun- 
dation, New Wilmington, Pa., 1949. 26 
pages. 

Crepits AND CoLiections. By R. P. Ettinger 
and D. E. Golieb. Prentice-Hall, Inc., New 
York, 1949. Third edition (revised). 376 
pages. $5.35. 

Crepir Unions: Basic Cooperatives. By Jerry 
Voorhis. The Cooperative League of the 
Uv. S. A., 343 S. Dearborn Street, Chicago, 
Ill., 1949. 44 pages. 35 cents. 


INSURANCE 


Group INSURANCE IN PENNSYLVANIA: A Re- 
Hidden Wage Costs. Pennsylvania 
Manufacturers’ Association, Finance Build- 
ing, Philadelphia, Pa. 36 pages. 
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4 new AMA guides to help you solve 
your financial and production 
management problems 


HOW THE DUPONT ORGANIZATION 
APPRAISES ITS PERFORMANCE 


A Chart System for Forecasting, Measuring and Reporting 

the Financial Results of Operations 

By T. C. DAVIS, Treasurer, and H. L. HESSLER, Chart 
Room Supervisor, E. I. duPont deNemours & Co. Shows how 
juPont charts its departmental return on investment . . . how 
management interprets and uses the charts charts you 
an adapt to appraise any typical company’s operations 
Gives you more than 20 clear charts with detailed explana 
tions F.M. 94, $1 
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